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tered on expanding our global 
brand, and seeding and develop- 
ing opportunities that will lead to 


future revenue growth. 


We were successful in these endeavors. Fiscal 

2005 was the year we firmly established our 
WWE business model outside North America 
and demonstrated the global appeal of our 
WWE brands. We put into motion plans for new 
businesses using the Internet, video on demand, 
film, and our legendary Superstars as a way to 
invigorate and diversify our revenue streams. We 
proved there are no boundaries for WWE, and 


we are now poised for even greater success. 


INCREASING THE DIVIDEND 














As we pursued our activities in fiscal 2005, we 
continued to generate dependable free cash 

flow, and believe we have a business model that 
provides the opportunity for long-term growth. 
WWE, in November 2004, doubled our regular 
quarterly dividend for shareholders to $0.12 on 


all Class A and Class B common shares. This 
increase provides our stockholders with an out- 


standing annual dividend yield. 


EXPANDING THE GLOBAL BRAND 





Recognizing the size and scope of the opportu- 
nity, WWE placed greater focus on establishing 
our business overseas, and did so with tremen- 
dous success. We view this global expansion as a 


major area for future growth. 


To approach the global market, we decided to 
first focus on our two primary territories out- 
side North America, the United Kingdom and 
Japan. We designated “power periods’ for these 
territories in which we combined expanded Live 
Event tours with promotional programs, licensed 
product launches, and appearances by our 
Superstars. These power periods in the UK and 
Japan culminated with the television production 
of Monday Night RAW and WWE SmackDown, 
the first time we have produced our flagship 
television programs outside North America. The 


power periods were a tremendous success. They 


integrated our various businesses into a seam- 
less and impressive global presence that provided 
continuous consumer touch points throughout 


the year. 


During these power periods, our RAW and 
SmackDown! Superstars 
performed to packed arenas 
throughout Europe and Asia. 
Producing our television pro- 
grams overseas allowed us to 


spend more time touring these 


business in key markets such 

as Italy and Germany. WWE 

held 49 of our 325 events in 

fiscal 2005 throughout Europe, Asia, and the 
Pacific Rim, up from 32 in fiscal 2004. These 


events accounted for 25 percent of our total 























Live Event attendance of 1.6 million. 


Our power periods gave our licensees and retail- 
ers the opportunity to expand our licensed 
programs in key territories, leading to major pro- 
motional deals, new product lines and 
licensees, particularly in the 
UK and Italy. WWE estab- 
lished strategic relationships 
with leading UK retailers, 
including ASDA, Wal-Mart's 
beachhead in the UK, which 


markets and building our business opportunities. featured WWE on 2.5 million 


packages of seven private-label 


cereal brands. 


Our international TV presence continued to gain 
penetration in key markets. WWE expanded its 
18-year relationship with British Sky Broadcast- 
ing in the UK, signing a new five-year distribution 
agreement for WWEs weekly programming and 
Pay-Per-View specials. WWE also signed multi- 
year agreements with Taj T'V in India and CJ 
Media in Korea to provide programming through 
January 2008. WWE:s global television provides 
more than 7,500 hours annually to more than 100 


countries in more than a dozen languages. 


BUILDING NEW OPPORTUNTIES 














New Champions 


‘The benefits of making Monday Night RAW 
and WWE SmackDown! two distinct television 
programs became clear in fiscal 2005 with the 


emergence of new Superstars who captured the 

















imagination of our fans. John Cena and Batista, 
in particular, became immense fan favorites and 
captured the WWE Championship and the 
World Heavyweight Championship, respectively, 
at WrestleMania 21. Their huge fan popularity 
and crossover appeal position them as stars who 
can take WWE into the future. Cena exempli- 
fied how WWE can take diverse performers and 
translate their popularity into mainstream pop 
culture as his first hip-hop CD, You Can't See Me, 
debuted at No. 15 on the Top 100 Billboard 
chart. Cena will make his feature film debut soon 


in a new theatrical release from WWE Films. 
RAW Returns to USA Network 


In April, WWE and NBC Universal inked a new, 
three-year agreement that will return Monday 
Night RAW to USA Network in October 2005. 
In addition to RAW, USA will air a one-hour 
weekend RAW-branded program, and Telemun- 
do and Mun? will air Spanish-language versions 
of RAW. NBC also will air at least two 90-min- 
ute Saturday late night RAW specials annually. 


‘The agreement is a homecoming for WWE, 
which introduced Monday Night RAW on USA 














in January 1993. The prime-time cable series 
flourished for seven years, establishing cable 
ratings records, before moving to Spike TV in 
September 2000. We believe that our return to 
USA will provide numerous opportunities to 
introduce RAW to an even broader group of 
viewers. This is expected to increase television 
ratings and further grow the 
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SmackDown! 
Moves To 


Friday Nights 










A significant op- 
portunity arose 
with UPN’s deci- 


sion to move 


~ 





WWE SmackDown, perennially one of its top- Digital Media 
rated programs, from Thursday night to Friday 


night in September 2005. WWE SmackDown! WWE's Web site, wwe.com, is the online desti- 
has developed a strong television following, nation for up to nearly 8 million unique visitors 
particularly among teens and Hispanics. We worldwide each month, particularly young males. 


anticipate that SmackDown! will re-establish We will grow and expand 
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> focus, fully developing 


Friday night as a destina- 
tion viewing experi- 
ence, and provide 

UPN a significant 


prime-time 


them into robust informa- 
faloyeeeveteMotlconetretenCaets 
presence on destinations for our fans. 
that night. This will include providing 
behind the scenes and often 
exclusive information. There will 
be more Superstar-linked sites with 
their personal comments, opinions, 
and lifestyle issues. From this content, 
we will develop subscription services for 
the Web and wireless platforms, including 
ring tones, games, and video features from 
our popular RAW and SmackDown! television 
programs. We plan to take full advantage of this 


in fiscal 2006. 


WWE 24/7 


WWE sees growth potential in the evolving 
video on demand platform for television, 
and we are ready to capitalize on this 
medium as we have for syndication, cable, 
broadcast and Pay-Per-View. WWE 24/7 
is our new subscription video on demand 

service that will monetize our vast 
library of classic video 


footage on this media 




















platform. Since announcing the program last year, _ platform in which to promote its films. These are 


we have secured agreements to launch WWE the two biggest differences between WWE Films 
24/7 in North America with several operators, and any other studio in the world. With moder- 
including Cox Communications, RCN, and In- ate budgets and good storytelling, this division is 
sight, three of the top and most aggressive major bound for success. 

cable providers in the United States, and Rogers Our first film is an action-adventure titled, The 
Communications, the largest Marine. The film stars WWE 


Canadian cable operator. We 


RAW Superstar John Cena, 
expect more cable, satellite and making his film debut, with 
co-stars Robert Patrick 
(Terminator 2, Ladder 49) and 


Kelly Carlson (Nip/Tuck). It 


Telco providers to sign on to 
the service in fiscal 2006. 





WWE Films will be distributed by 20th 
Century Fox. The second 
revenue streams. 
Unlike any other film studio in movie is a horror film ten- 
Hollywood, WWE Films has tatively titled, See No Evil, 
access to established superhe- starring RAW Superstar Kane, 


roes of today, our WWE Superstars. In addition also making his motion picture debut. It will be 


to that, no other studio has a global television distributed by Lions Gate Films. 




















WWE Legends 


Capitalizing on the continued popularity of 

our Superstar legends to provide retailers and 
licensees with an infusion of new product, 
WWE formally introduced our WWE Legends 
initiative at the national Licensing Show in June 


to an extremely positive response. 


More than 35 WWE greats signed on to the 
Legends initiative, including “Rowdy” Roddy 
Piper, Jerry “the King” Lawler, “Million-Dollar 


Man’ Ted DiBiase, and “Superstar” Billy Graham. 


WWk issued its first official Legends DVD, 
Greatest Wrestling Stars of the 80's, in June. In the 
next several months, there will be Legends action 
figures, apparel, books and more DVDs. The 
Legends themselves will be out promoting a 
wide range of WWE activities, including WWE 


24/7 and promotional retail appearances. 
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WWE knows no boundaries. Monday Night 
RAW continues to be the highest-rated regularly 
scheduled prime-time program on ad-supported 
cable television in the United States. WWE 
SmackDown! continues to be UPN’s top weekly 
program among all key male demographics, and 
isa Top 10 prime-time program among male 
teens, males 12 to 24 and Hispanics. WrestleMania 21 
is expected to exceed 1 million buys. Our DVDs, 
video games and other licensed products con- 
tinue to sell well, maintaining our position as a 
perennial Top-10 retail brand. We have success- 


fully expanded our brand presence around the 


world, leading to greater business opportunities. 


WWE's success emanates from our intellectual 
property — our Superstars — who bridge cultural, 
economic and social barriers around the world. 
Our fans around the globe understand and love 
our entertainment product, regardless of lan- 


ate rexe vote Mate) (ateel Reblecaxan les 
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working Superstars and employees, and the 


continued support of our fans, we anticipate that 


WWE will have a successful fiscal 2006. 


Sincerely, 


Vincent K. McMahon 
Chairman of the Board 


Phe — 


Linda E. McMahon 
Chief Executive Officer 
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PART I 


Item 1. Business 


We are an integrated media and entertainment company engaged in the development, production and marketing 
of television and pay-per-view programming and live events and the licensing and sale of branded consumer 
products. We have been involved in the sports entertainment business for approximately 25 years, and we have 
developed World Wrestling Entertainment into a widely-recognized and enduring brand. 


We develop unique and creative content centered around our talent and presented at our live and televised 
events. At the heart of our success are the athletic and entertainment skills and appeal of our WWE Superstars and 
our consistently innovative and multi-faceted storylines across our two brands, RAW and SmackDown!. Anchored 
by our successful brands, we are able to leverage our content and talent across virtually all media outlets. Our 
television programs, live events, pay-per-view events and branded merchandise provide significant cross-promotion 
and marketing opportunities that reinforce our brands. This integrated model enables us to more effectively reach 
our fans, including the highly-coveted 12-34 year old male demographic. 


In this Annual Report on Form 10-K, “WWE?” refers to World Wrestling Entertainment, Inc. and its subsidiaries 
and its predecessors, unless the context otherwise requires. References to “we,” “us,” “our” and the “Company” 
refer to WWE and its subsidiaries. World Wrestling Entertainment and the stylized and highly distinctive World 
Wrestling Entertainment scratch logo are two of our trademarks. This Annual Report on Form 10-K also contains 
other WWE trademarks and trade names as well as those of other companies. All trademarks and trade names 


appearing in this report are the property of their respective holders. 


Business Strategy 


We develop compelling episodic content anchored by our Superstars for television and digital media 
distribution. This content drives television ratings, pay-per-view buys, live event attendance, viewers to our website 
and branded merchandise sales. Our strategy is to capitalize on the significant operating leverage of our business 
model through the distribution of this intellectual property across existing platforms as well as new and emerging 
distribution platforms. 


We previously established the following initiatives and we continue to pursue and dedicate our resources in 
order to achieve the greatest results. Fiscal 2005 reflects in part a focused effort on our international development 
through expansion of our tours and increasing our international presence. We intend to continue to pursue the 
following initiatives: 


e¢ = Continue to expand internationally. International expansion represents an important part of our business 
strategy. The broad appeal of our content has yielded high international demand for our television 
programs and live events. To further nurture this demand, we plan to continue to expand our international 
television distribution. Increasing our television penetration around the world will likely increase the 
demand for live events abroad, which, in turn, should increase sales of our branded merchandise. Our 
dual brands enable us to execute this strategy by freeing up schedules for talent to perform at more events 
in more countries. Fiscal 2005 included 49 international events, including six productions of our flagship 
television shows from the international stage, which is up from 32 international events, with no televised 
events, in fiscal 2004. 


e Expansion of digital media. Continue to grow and expand WWE.com and our other internet sites, with 
a new focus to fully develop them into robust information and entertainment destinations for our fans. 
Our goal is to deliver content that is up-to-date, behind the scenes and often exclusive to our sites. Our 
content will be a mix of archival footage, breaking news stories, original programs and live broadcasts. 
There will be more Superstar linked sites with their personal comments, opinions, and lifestyle issues. 
WWE.com will be the living, breathing WWE, constantly refreshing its information twenty-four hours 
a day, seven days a week, as events happen on a global basis. We will develop special subscription content, 
create sponsorship opportunities as well as be an attractive buy for advertisers. In addition, through our 


recently developed management content system, we can now push this digital content through to the 
emerging wireless technology, taking advantage of this growth opportunity. 


e §=© Produce feature film entertainment. In 2002, we established WWE Films to explore options in filmed 
entertainment in order to promote our Superstars and capitalize on our intellectual property and fan base. 
We currently have two films in the post-production stage of development. The first project is an Action/ 
Adventure film titled The Marine which showcases Superstar John Cena in the title role. The second 
project is a Horror film currently titled See No Evil which will feature Superstar Kane. Although release 
dates have not been established, we have agreements with companies to distribute these movies into wide 
release and anticipate release dates in late fiscal 2006 or in fiscal 2007. Superstar Stone Cold Steve Austin 
has signed a three-picture commitment with WWE Films. His first project will be The Condemned, a story 
that deals with a cop on death-row who is given a second chance when chosen to compete on a deadly 
reality show. 


e = Effectively utilize our valuable library of wrestling content. Over the past four years, we have expanded 
our library by strategically acquiring the libraries of World Championship Wrestling (“WCW”), Extreme 
Championship Wrestling (“ECW”), American Wrestling Association (“AWA”) and Smokey Mountain 
Wrestling (“SMW”). The result is an archive of more than 75,000 hours of programming content, 25,000 
hours of which was previously aired or released as finished product. This library has been converted to 
a digital format, and is being catalogued to support future programming and other monetization 
opportunities, such as the internet, video-on-demand, subscription video on demand and digital channels. 
We currently plan to capitalize on this asset and new technologies in an effort to attract new and recapture 
past viewers. In this regard, in fiscal 2005 we announced the launch of WWE 24/7, a subscription video- 
on-demand service that features part of the content of our library as well as original content. Agreements 
to carry WWE 24/7 have been made with Cox Communications, Blue Ridge Communications and Insight 
Communications, among others. 


Creative Development and Production 


Headed by our Chairman Vincent K. McMahon, our creative team develops compelling and complex characters 
and weaves them into dynamic storylines that combine physical and emotional elements. Storylines are usually 
played out in the wrestling ring and unfold on our weekly television shows, and culminate or change direction in 
our pay-per-view events. 


Our success is due primarily to the continuing popularity of our Superstars. We currently have exclusive 
contracts with approximately 130 Superstars, ranging from developmental contracts to multi-year guaranteed 
contracts with established Superstars. Our Superstars are highly trained and motivated independent contractors 
whose compensation is tied to the revenue that they help us generate. Popular Superstars include Triple H, John 
Cena, Batista, Shawn Michaels, Randy Orton, Ric Flair, Undertaker, Kurt Angle, Big Show, Kane, Chris Benoit 
and Eddie Guerrero. We own the rights to substantially all of our characters, and we exclusively license the rights 
we do not own through agreements with our Superstars. We continually seek to identify, recruit and develop 
additional talent for our business. 


Live and Televised Entertainment 
Live events and television programming are our principal creative and production activities. The following 


chart presents revenues from these activities for each of our five fiscal years ended April 30, 2005: 


Worldwide Live & Televised Entertainment Revenue 
($ in millions) 
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Live Events 


In fiscal 2005, we held 276 live events throughout North America, as well as 49 international events, 
entertaining over 1.6 million fans at an average ticket price of $48.48. We hold many of our live events at major 
arenas, including Madison Square Garden in New York City, the Staples Center in Los Angeles, the Evening News 
Arena in Manchester, England, the SuperDome in Sydney, Australia, and the Super Arena in Saitama, Japan. In 
addition to providing the content for our television and pay-per-view programming, these events provide us with 
a real-time assessment of the popularity of storylines and characters. Live events generate revenue through ticket 
and merchandise sales. 


Our two brands, RAW and SmackDown!, tour independently, each typically producing three or four events per 
week. This allows us to play numerous domestic markets, as well as to take advantage of the strong international 
demand for our events. In fiscal 2005, we held several successful international tours, including our Return of the 
Deadman tour in Australia, our Road to WrestleMania tour in Japan and South Korea and our WrestleMania Revenge 
tour across Europe, including events in the United Kingdom, Germany, Ireland and Italy. 


The following chart presents worldwide revenues from live events for each of our five fiscal years ended 
April 30, 2005: 


Worldwide Live Events Revenue 
($ in millions) 
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The following chart reflects worldwide attendance from live events for each of our five fiscal years ended 
April 30, 2005: 


Worldwide Live Events Attendance 
(in thousands) 
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Television Programming 


Relying on our in-house production capabilities at our technologically advanced production facility, we 
produce seven television shows, consisting of nine hours of original programming, 52 weeks per year. Live events 
provide the majority of the content for our television and pay-per-view programming and consequently result in 
low incremental television programming costs. We generate revenue from our programming through television 
rights fees and advertising sales, subject to change in October 2005 as a result of our new agreement with USA 
Network as described below. The popularity of our television programming, our primary promotional vehicle, drives 
the success of our other businesses. Increased viewership for our television shows translates into increased pay- 
per-view buys, live event attendance and merchandise sales. 


Our flagship television shows are RAW and SmackDown!. RAW is a two-hour primetime program which is 
broadcast live on SpikeTV and has consistently been among the top-rated regularly scheduled programs on cable 
television. SmackDown! is a taped two-hour program that airs on UPN in primetime and is consistently one of the 
highest rated programs on UPN. Our domestic cable distribution agreement, which is with Viacom for its SpikeTV 
network and covers RAW, Sunday Night Heat, Velocity and The WWE Experience, runs until September 2005. We 
receive a rights fee totaling approximately $0.6 million per week and share in advertising revenues. In fiscal 2005, 
advertising revenues were $21.2 million, net of Viacom’s participation. In April 2005, we announced a new three- 
year deal with NBC Universal to air RAW and a one-hour weekend RAW branded program on the USA Network, 
and Telemundo and Mun2 will air Spanish-language versions of RAW, beginning in October 2005. Additionally, 
at least two yearly late night RAW specials of 90 minutes each will air on NBC Saturdays at 11:30 p.m. and at 
least one yearly one-hour special will air on USA Network. Under this new agreement, we will receive rights fees 
similar to the current contract with SpikeTV, however, USA will sell all advertising in the programming and retain 
all ad revenues. Our domestic broadcast distribution agreement, which is with UPN and covers SmackDown, 
expires in September 2006. Under this agreement we receive a rights fee of approximately $0.3 million per week. 
We also produce and distribute two syndicated shows, Bottom Line and After Burn. 


The following chart presents revenues from North America television rights fees for each of our five fiscal 
years ended April 30, 2005: 


North America Television Rights Fees Revenue 
($ in millions) 
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Internationally, our programming is distributed in more than 100 countries and 13 different languages. We have 
expanded our distribution throughout Asia, Europe, Latin America, Australia and Africa and have secured new 
television distribution agreements on terrestrial, cable and satellite platforms throughout those locations. Our 
distributors include, among many others, Sky Sports in the UK, J Sports in Japan and Taj TV in India. 


The following chart presents television rights fees revenues outside of North America for each of our five fiscal 


years ended April 30, 2005: 


Television Rights Fees Revenues outside of North America 
($ in millions) 
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In addition to rights fees, we have generated revenues through the sale of a substantial portion of the advertising 
time on our SpikeTV programming and Canadian television programs. The strong ratings of our television programs 
attract advertisers and sponsors from some of the leading companies in the food and beverage, apparel, video game, 
toy, telecommunications and movie industries. In addition to the sale of our advertising time, we also package 
sponsorships to meet the needs of our advertisers. Through these sponsorships, we offer advertisers a full range 
of our promotional vehicles, including television, Internet and print advertising, arena signage, on-air 
announcements and special appearances by our Superstars. Beginning with our new agreement with USA in October 
2005, we will no longer sell advertising during our cable programming in the United States. We will continue to 
provide sponsorships utilizing our various promotional vehicles and sell advertising in Canada. 


The following chart reflects worldwide advertising revenues for each of our five fiscal years ended 
April 30, 2005: 


Worldwide Advertising Revenues 
($ in millions) 
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Pay-Per-View Programming 


We have been pioneers in both the production and promotion of pay-per-view events since our first pay-per- 
view event, WrestleMania I, in 1985. At each pay-per-view event, our storylines either culminate or change 
direction. We intensively market and promote the storylines that are associated with upcoming pay-per-view events 
through our television shows, Internet sites and magazines. We produced 14 domestic pay-per-view programs in 
fiscal 2005, as compared to 12 programs in fiscal 2004. Our events consistently rank among the highest selling 
event pay-per-view programs. In addition to domestic distribution, selected programs are distributed by our 
international partners including Sky Sports in the UK, Premiere in Germany and J Sports in Japan, among others. 


In fiscal 2005, our premier event, WrestleMania 21, achieved an estimated 983,000 pay-per-view buys at a 
suggested domestic retail price of $49.95. Our other monthly pay-per-view events, including Royal Rumble, Summer 
Slam and Survivor Series, averaged 300,000 buys at a suggested domestic retail price of $34.95. Consistent with 
industry practices, we share the revenues with cable systems and satellite providers and pay service fees to 
iNDEMAND and TVN. 


The following chart presents worldwide revenues from our pay-per-view programming for each of our five 
fiscal years ended April 30, 2005: 


Worldwide Pay-Per-View Revenues 
($ in millions) 
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Branded Merchandise 


We offer a wide variety of branded merchandise through a licensing program and an integrated direct 
sales effort. 


The following chart presents worldwide revenues from the sale of our branded merchandise for each of our 
five fiscal years ended April 30, 2005: 


Worldwide Branded Merchandise Revenues 
($ in millions) 
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Licensing 


We have an established worldwide licensing program using our World Wrestling Entertainment marks and 
logos, copyrighted works and characters on a large variety of retail products, including toys, video games, apparel 
and books. In all of our licensing agreements, we retain creative approval over the design, packaging, advertising 
and promotional material associated with licensed products to maintain the distinctive style and quality of our 
intellectual property and brand. Currently, we maintain licenses with approximately 80 licensees worldwide. Video 
games represent an important component of this licensing program, generating substantial revenues through our 
license with THQ/Jakks Pacific, LLC. Our video games cover current console platforms, including PlayStation 2, 
Xbox and GameCube. One of our recent titles, SmackDown! vs. RAW, sold approximately 2.0 million units in fiscal 
2005. We are currently in litigation regarding this license as described in Note 11 to Notes to Consolidated Financial 
Statements. WWE’s action figure business has seen growth at retail primarily due to the increase of retailer-specific 
exclusive products offered and the success of our Classic Superstars Series which feature WWE Legends from past 
years. Internationally, fiscal 2005 saw the expansion of the Italian market and the resurgence of the UK market 
in the novelties category. 


Under our publishing licensing agreement with Simon and Schuster, we have our own book publishing imprint. 
This agreement has provided us the opportunity to broaden into literary genres beyond autobiographies, including 
historical anthologies and trivia books. In the past year, we have produced two new titles that appeared on the New 
York Times Best Seller List, including To Be the Man, an autobiographical account of the life of Superstar Ric Flair, 
and Adam Copeland on Edge, a look into the life and career of Superstar Edge. We also produced our first self-help 
book, as 10-time World Champion Triple H shared with readers how to get in top physical shape in Making the 
Game. Other releases in fiscal 2005 included Tales from Wrescal Lane, a children’s book from bestselling author 
Mick Foley, Walking the Golden Mile, an autobiography from William Regal released in the United Kingdom, and 
Are We There Yet?, a collection of humorous road stories as told by various Superstars. 


Merchandise 


Our direct merchandise operations consist of the design, sourcing, marketing and distribution of various WWE- 
branded products, such as T-shirts, caps and other novelty items, all of which feature our Superstars and/or our 
logo. All of these products are designed by our in-house creative staff and manufactured by third parties. The 
merchandise is sold at our live events, through our wweshop.com web site and through our catalogs. During fiscal 
2005, fans attending our domestic live events spent an average of approximately $9.54 each on WWE merchandise, 
a 7% increase as compared fiscal 2004. 


Home Video 


We own the world’s largest library dedicated to wrestling and sports entertainment. It contains footage from 
our historical televised events, as well as the acquired libraries of WCW, ECW, AWA and SMW. In fiscal 2005, 
from this library, we have created such titles as The Rise & Fall of ECW, which chronicled the story behind Extreme 
Championship Wrestling, and Hard Knocks: The Chris Benoit Story, an in-depth look at the career of Superstar 
Chris Benoit. We also produce home video versions of each of our pay-per-view events. Outside the United States, 
our home videos are distributed by a variety of licensees. In fiscal 2005, we sold approximately 2.0 million gross 
units from our catalog of titles, including 26 new titles released during the year. Sony Music Video markets and 
distributes our home videos to major retailers nationwide. 


Music 


Music is an integral part of the entertainment experience at our live events and on our television programs. 
We compose and record most of our music, including theme songs tailored to our characters, in our recording studio. 
Superstar John Cena, also debuted his first hip-hop CD, “You Can’t See Me”, at #15 on the Top 100 Billboard chart. 
Sony Music markets and distributes our music to major retailers nationwide. 


Magazine Publishing 


Our publishing operations consist primarily of two magazines, RAW and SmackDown!. Our magazines help 
shape and complement storylines in our television programs and at our live events. We include a direct marketing 
catalog in our magazines on a quarterly basis. Our in-house publishing and editorial departments prepare all editorial 
content, and we use outside contractors to print and distribute the magazines, which are sold both at newsstands 
and via subscription. The combined cumulative annual circulation of our two magazines was approximately 
3.4 million for fiscal 2005, a decrease of 11% from fiscal 2004. Additionally, we published seven special issues 
in fiscal 2005. 


Digital Media 


We utilize the Internet to promote our brands, to provide information, to entertain with historical and new 
content, to create a community experience among our fans and to market and distribute our products. Through our 
Internet sites, our fans can purchase and view our monthly pay-per-view events and purchase our branded 
merchandise. We promote many of our Internet sites on our televised programming, at our live events, in our 
magazines and in substantially all of our marketing and promotional materials. Using the cookie based technology 
provided by Omniture, Inc., our primary website, WWE.com, attracted more than 7.8 million unique visitors 
worldwide per month with a total audience in excess of 16.4 million visitors per month and generates an average 
of 213.3 million page views per month based on the average of the five month period from January- May 2005. 


Sales outside North America 


The following chart presents revenues derived from sales outside of North America from all activities within 
our live and televised and branded merchandise segments for each of our four fiscal years ended April 30, 2005: 


Total Revenues from Sales outside of North America 
($ in millions) 
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Competition 


While we believe that we have a loyal fan base, the entertainment industry is highly competitive and subject 
to fluctuations in popularity, which are not easy to predict. For our live, television and pay-per-view audiences we 
face competition from professional and college sports as well as from other forms of live, film and televised 
entertainment and other leisure activities. We compete for advertising dollars with other media companies. We 
compete with entertainment companies, professional and college sports leagues and other makers of branded apparel 
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and merchandise for the sale of our branded merchandise. Many companies with whom we compete have greater 
financial resources than we do. 


Trademarks and Copyrights 


Intellectual property is material to all aspects of our operations, and we expend substantial cost and effort in 
an attempt to maintain and protect our intellectual property and to maintain compliance vis-a-vis other parties’ 
intellectual property. We have a large portfolio of registered and unregistered trademarks and service marks 
worldwide and maintain a large catalog of copyrighted works, including copyrights on our television programming, 
music, photographs, books, magazines, and apparel art. A principal focus of our efforts is to protect the intellectual 
property relating to our originally created characters portrayed by our performers, which encompasses images, 
likenesses, names and other identifying indicia of these characters. We also own a large number of Internet website 
domain names and operate a network of developed, content-based sites, which facilitate and contribute to the 
exploitation of our intellectual property worldwide. 


We vigorously seek to enforce our intellectual property rights by, among other things, searching the Internet 
to ascertain unauthorized use of our intellectual property, seizing at our live events goods that feature unauthorized 
use of our intellectual property and seeking restraining orders and/or damages in court against individuals or entities 
infringing our intellectual property rights. Our failure to curtail piracy, infringement or other unauthorized use of 
our intellectual property rights effectively, or our infringement of others’ intellectual property rights, could adversely 
affect our operating results. 


Employees 


The following chart reflects worldwide head count as of June 2005, 2004 and 2003. The headcount excludes 
employees of our discontinued operations, The World, and our talent who are independent contractors. 


Worldwide Headcount 
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Our in-house production staff is supplemented with contract personnel for our television production. We 
believe that our relationships with our employees are generally satisfactory. None of our employees are represented 
by a union. 


Regulation 


Live Events 


In various states in the United States and some foreign jurisdictions, athletic commissions and other applicable 
regulatory agencies require us to obtain licenses for promoters, medical clearances and/or other permits or licenses 
for performers and/or permits for events in order for us to promote and conduct our live events. In the event that 
we fail to comply with the regulations of a particular jurisdiction, we may be prohibited from promoting and 
conducting our live events in that jurisdiction. The inability to present our live events over an extended period of 
time or in a number of jurisdictions could lead to a decline in the various revenue streams generated from our live 
events, which could adversely affect our operating results. 


Television Programming 


The production and distribution of television programming by independent producers is not directly regulated 
by the federal or state governments, but the marketplace for television programming in the United States is 
substantially affected by government regulations applicable to, as well as social and political influences on, 
television stations, television networks and cable and satellite television systems and channels. We voluntarily 
designate the suitability of each of our television shows using standard industry ratings, such as PG (L,V) or TV 14. 
A number of governmental and private-sector initiatives relating to the content of media programming have been 
announced. Changes in governmental policy and private-sector perceptions could further restrict our program 
content and adversely affect our levels of viewership and operating results. 


Discontinued Operations 


In February 2003, we closed the restaurant operations and in April 2003, we closed the retail store of our 
entertainment complex in New York City, The World. As a result, we recorded an after-tax charge of approximately 
$8.9 million in our fourth quarter ended April 30, 2003. Included in fiscal 2004 loss from discontinued operations 
was $1.7 million related to the rental payments and maintenance costs for the facility. On November 17, 2004, we 
executed an agreement to assign the remaining term of the lease to a third party. The assignment relieved the 
Company of all further obligations related to this property. 


Available Information 


We file annual, quarterly and special reports, proxy statements and other information with the Securities and 
Exchange Commission under the Securities Exchange Act of 1934, as amended. Such reports, proxy statements 
and other information may be read and copied at the SEC’s Public Reading Room at 100 F Street, N.E., Room 
1580, Washington, D.C. 20549. To obtain information on the operation of the Public Reference Room, the public 
may call the SEC at 1-800-SEC-0330. The SEC maintains an Internet site that contains reports, proxy and 
information statements and other information regarding issuers that file electronically with the SEC, including us. 
The SEC’s Internet address is http://www.sec.gov. Copies of our Annual Report on Form 10-K, Quarterly Reports 
on Form 10-Q, current reports on Form 8-K, and any amendments to those reports, are available free of charge 
on our website at http://corporate.wwe.com as soon as reasonably practicable after such reports are filed with the 
Securities and Exchange Commission. None of the information on any of our websites is part of this Annual Report 
on Form 10-K. In addition, our Corporate Governance Guidelines, Code of Business Conduct and charters of our 
Audit Committee and Compensation Committee are also available on our website. A copy of any of these documents 
will be mailed to any stockholder upon request to us at World Wrestling Entertainment, Inc., 1241 East Main Street, 
Stamford, CT 06902, Attn: Investor Relations Department. 
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Item 2. Properties 


We have executive offices, television and music recording studios, post-production operations and warehouses 
at locations in or near Stamford, Connecticut, and have offices in New York, London, Toronto and Los Angeles. 
We own the buildings in which our executive and administrative offices, our television and music recording studios 
and our post-production operations are located. We lease space for our sales offices, WWE Films office, and our 
warehouse facilities. 


Our principal properties consist of the following: 


Expiration Date 








Facility Location Square Feet Owned/Leased of Lease 
Executive offices .................. Stamford, CT 114,300 Owned — 
Production studio ................. Stamford, CT 39,000(1) Owned — 
Ring/Photo studio ................. Stamford, CT 5,600 Leased May 11, 2006 
Sales office ........... 0c. cece eee New York, NY 10,075 Leased July 15, 2008 
Sales office ........... 0. ccc cece ee Toronto, Canada 7,069 Leased February 28, 2006 
Sales office ............... cee London, England 2,215 Leased May 31, 2006 
Executive office ...............004. Los Angeles, CA 2,100 Leased July 15, 2007 


(1) Excludes 4,000 square feet of temporary space and 138,000 square feet of parking space adjacent to the 
production facilities. 


In addition, we own a daycare facility in Stamford, Connecticut on property adjacent to our production 
facilities, which originally offered child care services only to our employees, but is now also open to the public. 
The licensing and operation of this facility is managed by a third-party contractor. We have the responsibility to 
obtain the required licenses and to ensure that the facility meets health, safety, fire and building codes. 


Item 3. Legal Proceedings 


See Note 11 to Notes to Consolidated Financial Statements, which is incorporated herein by reference. 


Item 4. Submission of Matters to a Vote of Security Holders 


None. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities 
Price Range of Class A Common Stock 
Our Class A common stock trades on the New York Stock Exchange under the symbol “WWE.” 


The following table sets forth the high and the low sale prices for the shares of Class A common stock as 
reported by the New York Stock Exchange and for dividends paid on shares of Class A and Class B common stock 
for the periods indicated. 


Class A common stock Dividends paid 














Fiscal 2005 High Low per share 
First Quattter m.c:csacecncemacaeaies becnndas oe aeeetseReaaank ara $13.90 $11.50 $0.06 
Second Quarter’ vicisec esis einer canesdi os be dewes eee ee ae er en ee $12.94 $11.15 $0.06 
Phi Quarter® ce ssceas tnd ac eeoiewrcoe ound se eaionaecskennaie eateas ee ons $13.47 $11.26 $0.12 
Fourth Quarter 20.0.0... 0c. cece cece cece cee ee sees ene eeneeeeneennes $12.95 $10.45 $0.12 
Class A common stock Dividends paid 
Fiscal 2004 High Low per share 
Hirst Quarter: ¢26 tates ccc en. g8 Reese Rede Ribs eee R NM EEe RSENS bak $11.07 $ 8.85 $0.04 
Second Quatter™ js... sree ees paed en Ve asoudn edeey wemenes $11.00 $ 9.10 $0.04 
‘Third Quartet >c-yera2 see ids cuawede Meeks Sears vac sbwean eae ee $14.15 $10.55 $0.04 
Fourth Quarter ..... 0.0... cece cece cece e cece cece cece ec eneeaeeeaes $15.44 $12.35 $0.04 


There were 11,282 holders of record of Class Acommon stock and three holders of record of Class B common 
stock on July 1, 2005. 


On June 17, 2005 the Board of Directors authorized a quarterly cash dividend of $0.12 to shareholders of record 
on June 30, 2005 that was paid on July 11, 2005. 
Equity Compensation Plan Information 


The following table sets forth certain information with respect to securities authorized for issuance under equity 
compensation plans as of April 30, 2005. 





Number of securities Number of securities remaining 
to be issued upon Weighted-average available for future issuance 
exercise of outstanding exercise price of under equity compensation 
options, warrants outstanding options, plans (excluding securities 
Plan Category and rights warrants and rights reflected in column (a)) 
(a) (b) (c) 
Equity compensation plans approved by 
security holders: 
Stock options ............. cece eee eee 3,544,769 $12.61 5,743,215 
Restricted stock units .................. 424,911 N/A Same as above 
Equity compensation plans not approved 
by security holders ................... None N/A None 
Total 2s4.ccesSc ee eeeiae eet banestaiays 3,969,680 $12.61 5,743,215 
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Item 6. Selected Financial Data 


The following table sets forth our selected financial data for each of the five fiscal years in the period ended 
April 30, 2005. The selected financial data as of April 30, 2005 and 2004 and for the fiscal years ended April 30, 
2005, 2004 and 2003 have been derived from the audited consolidated financial statements included elsewhere in 
this Annual Report. The selected financial data as of April 30, 2003, 2002 and 2001 and for the fiscal years ended 
April 30, 2001 and 2000 have been derived from our audited consolidated financial statements, which are not 
included in this Annual Report. You should read the selected financial data in conjunction with our consolidated 
financial statements and related notes and the information set forth under “Management’s Discussion and Analysis 
of Financial Condition and Results of Operations” contained elsewhere in this Annual Report. 


Year Ended April 30 
2005 2004 2003 2002 2001 


(dollars in millions, except per share data) 














Financial Highlights: 





Net revenues ........... 00sec cece cece eee e eens $366.4 $374.9 $374.3 $409.6 $438.1 
Operating income ............... eee eee eee eee $ 50.3 $ 73.6 $ 26.6 $ 44.7 $ 87.2 
Income from continuing operations ........... $ 37.8 $ 49.6 $ 16.1 $ 37.7 $ 63.5 
Net income (loss) (1) .......... cece cece eee eee $ 39.1 $ 48.2 $ (19.5) $ 38.9 $ 14.9 
Earnings per share from continuing 

operations, diluted .....................0 eee $ 0.54 $ 0.72 $ 0.22 $ 0.51 $ 0.88 
Earnings (loss) per share, diluted ............. $ 0.56 $ 0.70 $ (0.28) $ 0.53 $ 0.21 
Dividends paid per share ..................... $ 0.36 $ 0.16 — — — 
Cash and short-term investments .............. $258.1 $273.3 $271.1 $293.8 $239.1 
Total assets. cccciccccand ccteseeecessuecens eet $441.4 $454.3 $432.2 $491.0 $464.1 
Total debt cicne ccusee nt dehs voeiedeeg een eaaes $ 8.0 $ 8.7 $ 9.9 $ 9.9 $ 10.5 
Total stockholders’ equity ................0000. $375.5 $353.1 $337.4 $385.1 $346.8 


(1) Included in our net income (loss) was the operating results of our discontinued operations, The World and the 
XFL, and their respective estimated shutdown costs, which totaled $1.4, ($1.4), ($35.6), ($0.3), and ($48.5) 
during fiscal 2005, 2004, 2003, 2002 and 2001, respectively. 


Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 


You should read the following discussion in conjunction with the audited consolidated financial statements 
and related notes included elsewhere in this Form 10-K. 


Background 


We are an integrated media and entertainment company principally engaged in the development, production 
and marketing of television programming and live events and the licensing and sale of branded consumer products 
featuring our highly successful brands. 


Our operations are organized around two principal activities: 


e —_ Live and televised entertainment, which consists of live event, television programming and feature films. 
Revenues consist principally of ticket sales to live events, sale of television advertising and sponsorships, 
television rights fees and pay-per-view buys. 


e Branded merchandise, which consists of licensing and direct sale of merchandise. Revenues consist 
principally of sale of merchandise at live events (such as T-shirts and caps), magazines and home videos, 
and royalties from products sold by licensees (such as video games, toys and books). 


We provide updated information on the key drivers of our business including live event attendance, pay-per- 
view buys and television ratings on a weekly basis on our corporate website: http://corporate.wwe.com. Such 
information is not incorporated herein by reference. 
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Results of Operations 


Fiscal Year Ended April 30, 2005 compared to Fiscal Year Ended April 30, 2004 (dollars in millions) 











better 
Net Revenues 2005 2004 (worse) 
Live and televised 1.0.0... . ccc cece ccc cece eee e ence eens $286.6 $296.1 (3)% 
Branded merchandise ................ce cece cece cence eee eens 79.8 78.8 1% 
POtAL a8 LES AES Oe AA ae AS $366.4 $374.9 (2)% 

better 
Operating Income 2005 2004 (worse) 
Live and televised entertainment ................0.0cce eens $ 92.2 $108.9 (15)% 
Branded merchandise ............... 0 cece ce cece cence ence ees 30.4 33.8 (10)% 
COnmporale-.2icdee neta meme asiesainraen dite w stlen ere anaor estes (72.3) (69.1) (5)% 
Total operating income ............. cee eee e eee eee ee eee eee $ 50.3 $ 73.6 (32)% 
Income from continuing operations .................... eee $ 37.8 $ 49.6 (24)% 


In fiscal 2005, net revenues decreased due to lower pay-per-view buys and advertising revenues, partially offset 
by an increase in live events revenues and television rights fees. Revenues from sources outside of North America 
represented 24% of total net revenue in 2005 as compared to 17% in 2004. 


Operating income decreased due to lower revenues and reduced profit margins in both the live and televised 
and branded merchandise segments. In addition, fiscal 2004 included two positive events associated with litigation. 
The branded merchandise segment included a positive impact of $7.9 million relating to the reversal of accrued 
licensing commissions, while SG&A was reduced by a $5.9 million benefit for a legal settlement. 


Additional details regarding these summary results follow below. 


The following chart provides revenues and key drivers for our live and televised segment: 











better 
Live and Televised Revenues 2005 2004 (worse) 
LAVE EVENS? sh. ciancd vaeitenmtas athe eendr oaad dy Raluanenlng SOME s $ 78.7 $ 69.7 13% 
Number of events .......... 00. cece cece cece eee eee eens 325 329 (1)% 
Average attendance ............. eee e eee n eee een e eee eee 4,975 5,006 (1)% 
Average ticket price (dollars) .......... 0... cece eee ee eee $ 48.48 $ 41.32 17% 
Pay=per-VIEW i vasnccag vo diened Saito d acaee noes $ 85.5 $ 95.3 (10)% 
Number of pay-per-view events ..............e eee eee ee 14 12 17% 
Number of buys from domestic pay-per-view events .... 5,280,800 5,604,000 (6)% 
Domestic retail price, excluding WrestleMania (dollars) . $ 34.95 $ 34.95 — 
ACVETISING® a.f5 60.058 hss ao dngaleee nahaapnadced Uadkaaraantes ae $ 43.7 $ 59.5 (27)% 
Average weekly household ratings for RAW ............. 3.7 3.8 (3)% 
Average weekly household ratings for SmackDown! ..... 3.2 3.3 (3)% 
Sponsorship revenues ............. ce cee eens ene eee eens $ 4.7 $ 6.8 (31)% 
Television rights fees: 
DOMESHO shee cers a eickea ieee canieai esse heated geese $ 53.2. $ 48.3 10% 
Internationals 2 sisi). cop neato ding von eae Gy Ree wenad lit kis $ 24.8 $ 22.8 9% 


Live events revenue increased primarily due to an increase in the average ticket price resulting from a higher 
number of international events held in the current year. We held 49 international events in the current year as 
compared to 32 events in the prior year. International ticket prices averaged approximately $74.00, as compared 
to an average North American ticket price of approximately $39.00. 


16 


Pay-per-view revenues decreased primarily due to a lower number of domestic pay-per-view buys. However, our 
premier event, WrestleMania 21, which was held in April 2005, achieved approximately 983,000 buys as compared to 
approximately 885,000 buys for WrestleMania XX reported in fiscal 2004. In addition, the proportion of international 
buys, which carry a lower price, as compared to total buys continued to increase during the current year. 


Advertising revenues decreased due to a modification of our television distribution agreement with UPN. Since 
October 2003, UPN has been selling all advertising inventory for our SmackDown! broadcasts previously sold by 
us and is now paying us a rights fee. This arrangement accounts for a decrease of approximately $9.4 million in 
advertising revenue, partially offset by an increase in television rights fees of $7.1 million. This arrangement also 
results in lower cost of revenues and yields a higher profit margin. 


We have entered into a new distribution agreement whereby our RAW program and a one-hour weekend RAW 
branded program will air on USA Network, beginning October, 2005. Under the terms of this agreement, we will 
no longer sell or participate in the any advertising revenue generated by these programs. The impact of this change 
in fiscal 2006, for the period October through April, is estimated to be a reduction in revenues of approximately 
$18.1 million. Under the terms on the agreement, we will receive rights fees from USA Network similar to those 
received from SpikeTV. 


The increase in the domestic rights fees for the current year is derived from rights fee paid to us under our 
modified arrangement with UPN as discussed above, partially offset by a $2.2 million decrease in executive producer 
fees for a feature film starring Superstar The Rock that did not recur in fiscal 2005. 


The following chart provides revenues and key drivers for our branded merchandise segment: 











better 

Branded Merchandise Revenues 2005 2004 (worse) 
TACENSING: Setive ccckesceaonsdesess@or weedenses ee denae eines $ 20.9 $ 21.8 (4)% 
Merchandise: 3.36.5 .o0 i eeeede a8 peed neds ea needa dee Ss $ 18.1 $ 18.6 (3)% 
Domestic per capita spending (dollars) .................. $ 9.54 $ 8.96 6% 
Magazine publishing ................. ce cee eee eee e eee eens $ 12.2 $ 10.7 14% 
Net units. Sold -s....604 beeen vce ee ied idee caves oe desa 4,058,200 4,312,200 (6)% 
HomeVideo: 2.o.c:ciae ne gake Ansan bh Mate eaie phowkad wean 6 $ 20.1 $ 21.4 (6)% 
Gross units SOld 2.0... 0... cece cence ence eens 2,005,000 1,803,800 11% 
Digital media: 2i0.26sa bende Kehoe igediaes coeeihas obs $ 78 = «6$ 5.6 39% 


Magazine publishing revenues increased primarily due to the production of three additional special editions 
in fiscal 2005 as compared to the prior year. Specials published in the current year included a two-part retrospective 
surrounding the history of WrestleMania and our annual WWE Divas Swimsuit issue. 


Home video revenues declined in part to a lower price per unit as compared to the prior year. This was partially 
offset by an increase of approximately 0.2 million gross units sold. Successful titles released in the current year 
included The Rise & Fall of ECW, which chronicled the history of Extreme Championship Wrestling, and Hard 
Knocks: The Chris Benoit Story, which provides an in-depth look at the career of Superstar Chris Benoit. 
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Digital media increased primarily as a result of increased advertising, due in part to changes in our website 
design that allow advertisers additional options and more prominent advertisement placement. 


Cost of Revenues 


Cost of Revenues — Live and Televised 





TEIVEr@VENES 2 seca ots Sei iete teu Ress ta veds 43 cealedonietieeas 
Pay=Per-VICW os vcs aw cd hangin eee ben oh aed ns BESET ORAS 
AdVertSIng 3.34 cnckadebiiaceosaeee jhokin canmeienieae snes 
PCIE VISIONS: ess este eases -sakedesrergsed Gaia oh duatecoiens BSW eaolesen ee SEES 
0 10 a Lim 


Profit contribution margin ............. eee ee eee eee ee eee 








better 
2005 2004 (worse) 
$173.4 $170.9 (1)% 
39.9 36.2 (10)% 
$213.3 $207.1 (3)% 
42% 45% 
better 
2005 2004 (worse) 
$ 59.8 $ 51.9 (15)% 
36.3 36.0 (1)% 
14.6 22.5 35% 
53.9 50.6 (7)% 
8.8 9.9 11% 
$173.4 $170.9 (1)% 
39% 42% 


The increase in live events cost of revenues is attributable to the increased number of international events in 


the current year. 


The decrease in advertising cost of revenues reflects our modified UPN arrangement which eliminated certain 
costs previously associated with the sale of the advertising inventory in SmackDown. 


Cost of Revenues — Branded Merchandise 





DACONSIN S353 i hehe METRO ERY OSG See RS a eNOS 
Merchandise? ise vinsus dos ncaed et aderonaiis Hihanadaivees 
Magazine publishing ............... cece cence cee nee e eens 
HOmMe:VideOrs. sec c best ev ocked nce oe ea Sean beeen bad ead Geass 


QUE D ool h eicdnccAbeeiatedddide skaeetesaicewkieenes 


Profit contribution margin .............. cece eee eee eee 


better 
_2005_ 2004 (worse) 
$ 5.9 $ (2.2) (368)% 
13.1 17.6 26% 
Led; 73 1% 
9.2 9.5 3% 
3.5 3.2 (9)% 
1.0 0.8 (25)% 
$39.9 $36.2 (10)% 


50% 54% 


Licensing costs in fiscal 2004 reflect the reversal of $7.9 million of previously accrued licensing agent 
commissions. These costs had been accrued over the period from fiscal 2001 through fiscal 2004 and were reversed 
because payment was no longer considered probable as a result of favorable litigation developments. Excluding 
this reversal, licensing cost of revenues increased by approximately $0.2 million primarily due to a greater mix 


of royalty bearing revenue in the current fiscal year. 


During fiscal 2004 we recorded a pre-tax charge of $2.9 million in merchandise cost of revenues for the 
impairment of certain long-lived assets of our e-commerce business. These assets were primarily composed of 
capitalized software development costs incurred during the set up of the e-commerce section of our website. 
Excluding this write-off, merchandise cost of revenues decreased by approximately 11% as a result of reduced 
internet hosting costs associated with the operation of our e-commerce website. 
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The following chart reflects the amounts and percent change of certain significant overhead items: 





better 
Selling, General & Administrative Expenses 2005 2004 (worse) 
Staff related nice scsi texte odhne tae Wass Poet h ae Ree Pees oe $41.2 $42.5 3% 
Legal, accounting and other professional .................. 16.1 15.3 (5)% 
Settlement of litigation, net ........... 0... cece eee eee eee eee — (5.9) 100% 
Advertising and promotion .............. 00... eee eee eee eee 6.3 6.8 7% 
Bad debt]. si2.ie yates Ses tienes ee ce vtaav hese des ie ahs s 0.7 (2.3) (130)% 
All Other vo. ape sSi8 swede ahac dit ngncinciaiee aaa eoag ance e hs 22.6 21.8 (4)% 
Total SG&A. 2 ceio5 te contd need See aes Sees ta Ge $86.9 $78.2 (11)% 


SG&A as a percentage of net revenues .................... 24% 21% 


In fiscal 2004, we received a favorable legal settlement of approximately $5.9 million. The $2.3 million 
negative amount of bad debt expense in fiscal 2004 is due to a payment received from a pay-per-view service 
provider that had been fully reserved in the prior year. 





better 
Stock Compensation Costs 2005 2004 (worse) 
Option exchange offer ............. cece cece cee eee eee eee ee $3.6 $2.0 (80)% 
Other grants of restricted stock units ...................006. _0.5 17 11% 
Total stock compensation CostS ............ cee e eee e eee eee $4.1 $3.7 C1)% 


Stock compensation expense relates to our restricted stock programs. These programs were initiated in fiscal 
2004. During 2004, we completed an exchange offer that gave all active employees and independent contractors 
who held stock options with a grant price of $17.00 or higher the ability to exchange their options, at a 6 to | ratio, 
for restricted stock units, or, for holders with fewer than 25,000 options, for cash at 75% of the average price of 
$13.28 per share, during the offering period. This exchange results in a total compensation charge of approximately 
$6.7 million, of which approximately $2.0 million was recorded in fiscal 2004, approximately $3.6 million was 
recorded in fiscal 2005 and approximately $1.1 million will be recorded in fiscal 2006. The remaining charge of 
approximately $0.5 million in fiscal 2005 reflects the amortization of restricted stock grants issued to employees 
under our 1999 Long-Term Incentive Plan (“LTIP’’). 


Also in 2004, we granted 178,000 restricted stock units at $9.60 per share. Such issuances were granted to 
officers and employees under our LTIP. Although originally scheduled to amortize over a seven year vesting period, 
an earnings target was set such that if achieved during the vesting period, the unvested restricted stock units would 
vest. Such target was met in respect of fiscal 2004 and we recorded a $1.7 million charge in the fourth quarter for 
the immediate vesting of the remaining restricted stock units. 


better 
2005 2004 (worse) 
Depreciation and amortization ................e cee e eee e eee $11.9 $12.4 4% 
better 
2005 2004 (worse) 
Investment INCOME ......... 6. cece cece cece nee e eee ences $5.4 $5.9 (8)% 
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The decrease in investment income relates to realized losses recognized with the sale of certain investments 
during the current year. 





better 
2005 2004 (worse) 
Interest ex pense.i44 os ceniecci ae cece ieee beset ees ieee $0.6 $0.8 25% 
better 
2005 2004 (worse) 
Other income, net ........... 0... cc ccc cece cece cence eens $1.3 $1.3 — 
Provision for Income Taxes 2005 2004 
PLOVISION: «cf: $ei-cces ob oan sce tvelontesd daytanee Gelber dune uous ends $18.6 $30.4 
Effective tax Tate. 5.05. ache ectge gua thee tee alates Meee 33% 38% 


The decrease in the effective tax rate was primarily due to the release of the valuation allowance recorded 
against certain state deferred tax assets, as well as the release of reserves which were no longer deemed necessary. 


Discontinued Operations — The World and XFL. Income from discontinued operations of The World was $1.4 
million, net of income taxes, in fiscal 2005 as compared to a loss from discontinued operations of $1.7 million, net of 
income taxes, for the fiscal year ended April 30, 2004. During the second quarter of fiscal 2005, we reached a tentative 
agreement to assign the remaining term of the lease to a third party, and, accordingly, reduced the accrual for estimated 
shutdown costs to the amount required under this assignment. The assignment relieved the Company of all further 
obligations related to this property. The transaction subsequently closed during the third fiscal quarter. Income from 
discontinued operations related to XFL was $0.3 million for fiscal year 2004. The results from fiscal 2004 reflected our 
final settlement of substantially all XFL remaining liabilities at less than the originally projected amount. 


Fiscal Year Ended April 30, 2004 compared to Fiscal Year Ended April 30, 2003 (dollars in millions) 











better 
Net Revenues 2004 2003 (worse) 
Eeiveand televised} 2's 0 o55.c4-0edeloats sashtceiee gees even sence $296.1 $295.4 0.2% 
Branded merchandise ............... 0c cece cece ence ences 78.8 78.9 (0.1)% 
TO tall ss. tsce nh Resse shade hese SA Rae Ga heh be ae $374.9 $374.3 0.2% 

better 
Operating Income 2004 2003 (worse) 
Live and televised entertainment ............... 00.0 cece eee $108.9 $ 88.3 23% 
Branded merchandise ............. 0000s cece cece ence ences 33.8 23.3 45% 
COrmporale.2. 5c nieke sr cak tance ails cane eaee ds Benen seae angles (69.1) _(85.0) 19% 
Total operating income ............ cee eee e cece eee e eens $ 73.6 $ 26.6 177% 
Income from continuing operations .................... 000 $ 49.6 $ 16.1 208% 


In fiscal 2004, net revenues increased slightly reflecting higher pay-per-view revenue, which benefited from 
the success of WrestleMania XX and strong performance of new home video releases, offset by a decline in average 
attendance at our live events, which impacts both live events and our branded merchandise revenues. Revenue from 
sources outside of North America represented 17% of total net revenue in 2004 as compared to 14% in 2003. 


Operating income increased substantially due to the cost reduction initiatives taken in fiscal 2003 that impact 
both business segments as well as selling, general and administrative expenses. Income from continuing operations 
primarily reflected the impact of items noted above and improved returns on short term investments. 
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Additional details regarding these summary results follow below. 


The following chart provides revenues and key drivers for our live and televised segment: 











better 
Live and Televised Revenues 2004 2003 (worse) 
LiVE EVENS) oid oes Bsn het avon vada ieee atedeeennd $ 69.7 $ 72.2 (3)% 
Number of events ............ 00. e eee cece eee eee eee ence 329 327 1% 
Average attendance ............ cece cece nee e een e eee eee 5,006 5,551 (10)% 
Average ticket price (dollars) ........... 0... cece eee ee eee $ 41.32 $ 38.82 6% 
Pay=Per-VIew vers outcasts sbatde saae ve dela eead sages $ 95.3 $ 91.1 5% 
Number of buys from domestic pay-per-view events .... 5,604,000 5,378,100 4% 
Domestic retail price, excluding WrestleMania (dollars) . $ 34.95 $ 34.95 — 
AGVEIUISING® ces) duh aaranniede ets seaoueenasdetaleninas Say ie $ 59.5 $ 72.9 (18)% 
Average weekly household ratings for RAW ............. 3.8 3.7 3% 
Average weekly household ratings for SmackDown! ..... 3.3 3.4 (3)% 
Sponsorship revenues ............. eee ce scene eee e eee e eee $ 6.8 $ 8.7 (22)% 
Television rights fees: 
DOMeStiCe a. garinnti acs inde Aah ase tates eect be tiieG $ 48.3 $ 38.8 24% 
International...) est.ouneresp is Peas ees eee eel yee ee $ 22.8 $ 19.7 16% 


Live events revenue decreased due to lower attendance at our events offset in part by an increase in the average 
price of tickets sold. Pay-per-view revenues increased approximately 5% due to the success of our premier event, 
WrestleMania XX, which was held in March 2004. WrestleMania XX achieved approximately 885,000 buys as 
compared to approximately 560,000 buys for WrestleMania XIX in fiscal 2003. 


Advertising revenues decreased due to a modification of our television distribution agreement with UPN. Since 
October 2003, UPN has been selling all advertising inventory for our SmackDown! broadcasts and paying us a rights 
fee. This arrangement accounts for a decrease of approximately $17.8 million in advertising revenue. This decrease 
was partially offset by the airing of make-good spots which reduced our allowance for underdelivery by 
approximately $5.7 million. The increase in the domestic rights fees for the current year is derived from rights fee 
paid to us under our modified arrangement with UPN as discussed above. 


The following chart provides revenues and key drivers for our branded merchandise segment: 











better 
Branded Merchandise Revenues 2004 2003 (worse) 
TACENSIN Ge bic. icead ooh preteens aor tances ae Aalentias Seay os $ 21.8 $ 21.8 — 
Merchandise .s3¢5..6.05 dscaceceeias eves ened oe eb bneee ves $ 18.6 $ 22.4 (17)% 
Domestic per capita spending (dollars) .................. $ 8.96 $ 8.95 — 
Magazine publishing ................. cece cece eee eee eee ee $ 10.7 $ 15.2 (30)% 
Net units sold ...... 0... ccc ccc ccc cece eee nen eee en eens 4,312,200 6,427,500 (33)% 
Home: Vid€0" 5 ce db4 nec he eee ebay os seb oe haaa a galee teas $ 21.4 $ 13.8 55% 
Gross units sold: 
DD pga este ied ee ERO AES OGRA 1,520,200 916,200 66% 
NSS itisraticins aotinh 66. ciek Gorter a eaW gina ead 283,600 466,800 (39)% 
Internet advertising ............ cee cece cee e een eee eee ee $ 5.6 $ 4.9 14% 


The decrease in merchandise revenue is primarily due to a $3.5 million decrease in the merchandise sold in 
arenas at our live events. This decrease reflects lower attendance at these events and a change that occurred in fiscal 
2004 from the direct sale of merchandise to a licensing arrangement for merchandise sold at our Canadian and 
international events. 


Magazine publishing revenues declined due to reductions in both newsstand copies and subscription copies 
sold for our two monthly magazines. Additionally, we produced two fewer special editions in fiscal 2004 as 
compared to fiscal 2003. 
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The increase of approximately 0.6 million units of DVD sales, which carry a higher price point, drove the 
increase in home video revenues for the current year. Several successful titles released in the current year included 
The Ultimate Ric Flair Collection, which chronicles over three decades of Superstar Ric Flair’s illustrious career, 
The Monday Night War, an account of the rivalry between WWE and WCW in the late 1990’s, and WrestleMania 
XX. These three titles sold a total of approximately 335,000 units in fiscal 2004. In addition, we gained distribution 
in one large retailer in 2004, thereby increasing sales. 











better 
Cost of Revenues 2004 2003 (worse) 
Live and televised .......... 0... c cece cece cence nee eens $170.9 $190.6 10% 
Branded merchandise ...............ccc cece ee cence eee enees 36.2 46.7 22% 
POtals ee steve sete ta teere ateaet tig. ctas oatavcletare eset ee yest aE $207.1 $237.3 13% 
Profit contribution margin ............... ce eee eee eee eee 45% 37% 
better 
Cost of Revenues — Live and Televised 2004 2003 (worse) 
TGIVE*EVENES. nasser riled te lok corsadicltdNe talaecpoa teens $ 51.9 $ 56.1 1% 
Paysper-View..vkecaanie ites doe cheba aba dE eS einwatiweuants 36.0 36.7 2% 
AQVEMISING® nose 2ecsenea nash eedsiesndoe deste demus reeds 22.5 35.2 36% 
TelE VISION: Swe ea eas ee eee ee eh eee hast 50.6 50.2 (1)% 
QUMED © dee aki eee eS SA APES DE OO ae 9.9 12.4 20% 
Total coc oilgeeeeg ewes BOE ee ee TERR ORS Ces $170.9 $190.6 10% 
Profit contribution margin .............. 0c. cece eee eee 42% 35% 


The decrease in advertising cost of revenues results primarily from the modification of our UPN distribution 
agreement. The impact of this change is a reduction in advertising revenues which was offset by an increase in 
television rights fees and the elimination of the participation costs to UPN. 





better 
Cost of Revenues — Branded Merchandise _2004— 2003 _ (worse) 
WiGeNSin: e584 ols at hs fl eee et EE ee RAL $ (2.2) $ 6.7 133% 
Merchandise: 4.2 :sscees ca heen 4d ehatees pees Toe ee 17.6 20.4 14% 
Magazine publishing ............... 02. cece cece eee eee eee 73 9.4 22% 
Home Video-ini. 25.5. e5 sited cea Seo eee ca te a ee ee 9.5 6.5 (46)% 
Digital Media «:..cs0csasete ies ee aan eenney eotan t 3.2 3.3 3% 
QUMER “ss dassiece Maen ne 23. 04 Fa Gos ei dt BEA Bee Ve _ 0.8 04 (100)% 
MO tall sins ele el Re Sei ek BES RAS Sens SAR hah ae $36.2 $46.7 22% 


Profit contribution margin .............. 0c. eee eee eee eee 54% 41% 


Net negative licensing costs in fiscal 2004 were due to the reversal of $7.9 million of previously accrued 
licensing agent commissions. These costs had been accrued over the period from fiscal 2001 through fiscal 2004 
and were reversed because payment was no longer considered probable as a result of favorable litigation 
developments. Excluding this reversal, licensing cost of revenues decreased by approximately $1.0 million 
primarily due to lower costs associated with our music business and a greater mix of non-royalty bearing revenue 
in the current fiscal year. 


During fiscal 2004 we recorded a pre-tax charge of $2.9 million in merchandise cost of revenues for the 
impairment of certain long-lived assets of our e-commerce business. These assets were primarily composed of 
capitalized software development costs incurred during the set up of the e-commerce section of our website. 


Merchandise and magazine publishing costs of revenues decreased in conjunction with fewer units sold for 
both businesses. In addition, merchandise cost of revenues decreased due to the change from the direct sale of 
merchandise to a licensing arrangement for merchandise sold at our Canadian and international events. 


Home video costs increased in correlation with the increase in units sold for the year, particularly distribution 
and duplication related fees. 
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The following chart reflects the amounts and percent change of certain significant overhead items: 





better 
Selling, General & Administrative Expenses 2004 2003 (worse) 
Staff related nice scsi texte odhne tae Wass Poet h ae Ree Pees oe $42.5 $36.6 (16)% 
Legal, accounting and other professional .................. 15.3 24.5 38% 
Settlement of litigation, net ........... 0... cece ee eee eee eee (5.9) 2.8 311% 
Advertising and promotion ................0 cece eee eee eee 6.8 8.6 21% 
Bad: debt. i2.ie rates Ses otidaeci ee ea ucaaveheemeeted ie ahas s (2.3) 3.8 161% 
All Other co soe. opesiSe8 sleweds ahacdie pane Tae Se ied ase e he 21.8 23.0 5% 
Total SG&A. . 22 cages de high Lee Be Sees Sees ia Ge $78.2 $99.3 21% 


SG&A as a percentage of net revenues .................... 21% 27% 


The increase in staff related costs is primarily attributable to approximately $7.4 million of payments under 
the Company’s management incentive programs, made as a result of our improved financial results. Legal expenses 
incurred in fiscal 2004 declined by approximately $5.5 million in the current year in conjunction with lower litigation 
activity in 2004. In fiscal 2004, we received a favorable settlement of approximately $5.9 million. Included in 
settlement of litigation in fiscal 2003 was a $3.8 million settlement of a legal dispute partially offset by $1.0 million 
of other net favorable settlements. 


The $2.3 million negative amount of bad debt expense in fiscal 2004 is due to a payment received from a pay- 
per-view service provider that had been fully reserved in the prior year. 





Stock Compensation Costs 2004 2003 
Option exchange offer 2.5.26 6sl ese cos sie de ieee eeg asses aber eggee ees $2.0 — 
Other grants of restricted stock units .......... 00... cee cece eee eee eens _L7 — 
Total stock compensation costs ........... 00. c cece cee cece eee neces $3.7 = 


Stock compensation expense relates to our restricted stock programs. These programs were initiated in fiscal 
2004. During 2004, we completed an exchange offer that gave all active employees and independent contractors 
who held stock options with a grant price of $17.00 or higher the ability to exchange their options, at a 6 to | ratio, 
for restricted stock units, or, for holders with fewer than 25,000 options, for cash at 75% of the average price of 
$13.28 per share, during the offering period. Overall, 4.2 million options were eligible for the offer, of which 4.1 
million were exchanged for either cash or restricted stock units. In exchange for the options tendered, we granted 
an aggregate of 591,416 restricted stock units and made cash payments in the aggregate amount of approximately 
$0.9 million, which will result in a total compensation charge of approximately $6.7 million, of which the cash 
payment of $0.8 million to employees was recorded in our third fiscal quarter ended January 23, 2004, and the 
portion related to the grant of the restricted stock units to employees will be recorded over the units’ 24 month 
vesting period. As a result, $2.0 million of the compensation charge related to the option exchange program was 
recorded in fiscal 2004, $3.6 million was recorded in fiscal 2005 and approximately $1.1 million will be recorded 
in fiscal 2006. 


Also in 2004, we granted 178,000 restricted stock units at $9.60 per share. Such issuances were granted to 
officers and employees under our LTIP. Although originally scheduled to amortize over the seven year vesting 
period, a provision of the grants stipulated if EBITDA of $65.0 million was achieved in any fiscal year during the 
vesting period, the unvested restricted stock units would immediately vest and, accordingly, the unamortized balance 
at that date would be expensed. Because our EBITDA exceeded $65.0 million in fiscal 2004, we recorded a $1.7 
million charge in the fourth quarter for the immediate vesting of the remaining restricted stock units. EBITDA is 
a measure of our operating performance, which we define for these purposes as earnings from continuing operations 
before interest, taxes, depreciation, and amortization. 
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better 
2004 2003 (worse) 


Depreciation and amortization ...............0.. eee eee eee $12.4 $11.0 (13)% 


The increase is primarily attributable to the amortization of the acquired film libraries and the depreciation 
of the corporate jet. In January 2004, we paid $20.1 million to pay off a lease on our corporate aircraft. The purchase 
price of the aircraft, net of a $9.5 million estimated residual value, is being depreciated on a straight-line basis over 
a 10 year period. As a result of this purchase, annual depreciation expense increased by $1.1 million. 


better 
2004 2003 (worse) 
Investment income .......... 0 cece cece eee cece eee eeeeees $5.9 $2.0 195% 


The increase in investment income is a result of the switch of our liquid assets from primarily cash to other 
forms of short term investments in fiscal 2004. 


better 
2004 2003 (worse) 
Interest EXPeNSe ......... eee cee cence eet e een eee nneeae $0.8 $0.8 — 
better 
2004 2003 (worse) 
Other income (loss), Net ........ 0. ccc cece eee eee e ee eens $1.3 $(0.9) 244% 


During fiscal 2003, we recorded a $0.6 million write down of investments deemed other-than-temporarily 
impaired. 





Provision for Income Taxes 2004 2003 
PHOVISION > secccssis co Siecees aco e glee GidlediSngatete Sdie Madde ahd secon see veel ea oe 3.2 eeeeBiale $30.4 $10.8 
Effective taxetate “nec. 54 bids cit ee ois tee elite saee tate tS 38% 40% 


The decrease in the effective tax rate was primarily due to the absence of capital losses in fiscal 2004 for which 
no tax benefit can be recorded. 


Discontinued Operations — XFL. Income from discontinued operations was $0.3 million for fiscal year 2004 
with no income or loss recorded in fiscal year 2003. The results from fiscal 2004 reflected our final settlement of 
substantially all remaining liabilities at less than the originally projected amount. 


Discontinued Operations — The World. During fiscal 2003, as a result of continued losses, we closed the 
restaurant and retail operations of The World. As a result, we recorded a charge of approximately $12.1 million 
($8.9 million, net of income taxes), the majority of which represented the present value of our obligations under 
the facility’s lease, less estimated sub-lease rental income over the lease term. As of April 30, 2004, we had a 
remaining accrual balance of approximately $9.3 million relating to the shutdown. The $9.3 million accrual included 
accrued rent and other related costs which assumed no sub-rental income for fiscal 2004 and assumed 75% sub-rental 
income through the end of the lease term. 


Loss from discontinued operations of The World was $1.7 million, net of income taxes, for the fiscal year ended 
April 30, 2004 as compared to a loss from discontinued operations of $35.6 million, net of income taxes, for the 
fiscal year ended April 30, 2003. Included in fiscal 2003 was an impairment charge of $32.9 million ($20.4 million, 
net of income taxes) as a result of impairment tests conducted on goodwill and other long-lived assets related to 
The World, as well as the $12.1 million ($8.9 million, net of income taxes) shutdown accrual discussed above. 
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Liquidity and Capital Resources 


Cash flows from operating activities for the fiscal years ended April 30, 2005, 2004 and 2003 were $16.5 
million, $61.9 million and $21.1 million, respectively. Cash flows provided by operating activities from continuing 
operations were $22.3 million in fiscal 2005, $65.4 million in fiscal 2004 and $28.0 million in fiscal 2003. The 
decline in cash flows provided by operating activities in fiscal 2005 is due in part to the $28.3 million spent of 
feature film production projects. Working capital, consisting of current assets less current liabilities, was $278.1 
million and $265.2 million as of April 30, 2005 and April 30, 2004, respectively. 


Cash flows provided by investing activities for the fiscal year ended April 30, 2005 were $15.8 million. Cash 
flows used by investing activities were $111.0 million and cash flows provided by investing activities were $49.7 
million in fiscal 2004 and fiscal 2003, respectively. As of July 8, 2005, we had approximately $198.9 million invested 
primarily in fixed income mutual funds and short-term U.S. Treasury notes. Our investment policy is designed to 
preserve capital and minimize interest rate, credit and market risk. 


Capital expenditures were approximately $5.3 million, $6.9 million and $13.6 million in fiscal 2005, 2004 
and 2003, respectively, for the purchases of television equipment, digital media equipment, the conversion of our 
critical business and financial systems and the purchase of additional film libraries The $6.9 million in fiscal 2004 
excluded $20.1 million to pay off a lease on our corporate aircraft. The jet was originally acquired under an operating 
lease in 2000. The transaction was accounted for as a capital acquisition in 2004. Capital expenditures for fiscal 
2006 are expected to be between $10.0 million and $12.0 million, which include projects related to television 
equipment, building improvements and the purchase of land adjacent to our television facility. 


Cash flows used in financing activities for the fiscal years ended April 30, 2005, 2004 and 2003 were $24.2, 
$30.9 and $28.8 million, respectively. In fiscal 2005, we have paid four dividends on our Class A and Class B 
common shares, one of which was declared in fiscal 2004. The first two dividends paid were $0.06 per share, and 
the next two dividends increased to $0.12 per share, for an aggregate amount of $24.7 million. In June 2005, the 
Board of Directors authorized a quarterly dividend of $0.12 per share on all Class A and Class B common shares 
which was paid on July 11, 2005. 


We are producing feature films in order to further capitalize on our intellectual property and fan base. We 
currently have two film projects that have completed the principal photography and are currently in post-production. 
As of April 30, 2005, we have approximately $28.8 million in capitalized film production assets. The aggregate 
gross production budget for the two films currently in production is estimated to be approximately $30 million. 
These two film projects represent the first steps for our film entertainment initiative, and subsequent films are 
expected to be developed. 


In June 2003, we repurchased approximately 2.0 million shares of our common stock from Viacom, Inc. for 
approximately $19.2 million, which was a slight discount to the then market value of our common stock. This 
transaction did not affect other aspects of our business relationship with Viacom. We made this repurchase because 
we believed that it was an appropriate use of excess cash and was beneficial to our company and stockholders. 


We believe that cash generated from operations and from existing cash and short-term investments will be 
sufficient to meet our cash needs over the next twelve months for working capital, capital expenditures and payment 
of dividends. 


Contractual Obligations 


In addition to long-term debt, we have entered into various other contracts under which we are required to 
make guaranteed payments, including: 


e Television distribution agreement with Viacom affiliate SpikeTV through September 2005 that provides 
for the payment of the greater of a fixed percentage of the revenues from the sale of television advertising 
time or an annual minimum guaranteed amount. 


e Various operating leases for office space and equipment. 
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e Employment contract with Vincent K. McMahon, which runs through October 2006, with annual renewals 
thereafter if not terminated by us or Mr. McMahon, as well as a talent contract with Mr. McMahon that 
is coterminous with his employment contract. 


e Employment contract with Linda E. McMahon, which runs through October 2005, with annual renewals 
thereafter if not terminated by us or Mrs. McMahon. 


e Other employment contracts which are generally for one-to three-year terms. 


e Service contracts with certain of our independent contractors, including our talent, which are generally 
for one-to four-year terms. 


Our aggregate minimum payment obligations under these contracts as of April 30, 2005 were as follows: 


Payments due by period 











Less than After 
1 year 1-3 years 4-5 years 5 years Total 
($ in millions) 
Long-term debt ........... 0. cece cece eee eens $ 0.8 $ 2.6 $2.2 $2.4 $ 8.0 
Operating leases ............... 0c. cee eee eee 1.2 1.5 — — 2.7 
Television programming agreements .......... 2.4 — — — 2.4 
Talent, employment agreements and other 
commitments ............ 0. cece ee eee eee ee _13.7 11.8 _2.0 _3.0 _ 30.5 
Total commitments ................ eee eee eee $18.1 $15.9 $4.2 $5.4 $43.6 
Seasonality 


Our operating results are not materially affected by seasonal factors; however, our premier event, 
WrestleMania, occurs in our fourth fiscal quarter, which as a result is historically our strongest quarter. In addition, 
revenues from our licensing and direct sale of consumer products, including through our catalogs, magazines and 
Internet sites, may vary from period to period depending on the volume and extent of licensing agreements and 
marketing and promotion programs entered into during any particular period of time, as well as the commercial 
success of the media exposure of our characters and brand. The timing of these events as well as the continued 
introduction of new product offerings and revenue generating outlets can and will cause fluctuation in quarterly 
revenues and earnings. 


Inflation 


During the past three fiscal years, inflation has not had a material effect on our business. 
Application of Critical Accounting Policies 


Accounting Policies 


We believe the following are the critical accounting policies used in the preparation of our financial statements, 
as well as the significant judgments and estimates affecting the application of these policies. 


e Revenue Recognition 
Pay-per-view programming: 


Revenues from our pay-per-view programming are recorded when the event is aired and are based upon our 
initial estimate of the number of buys achieved. This initial estimate is based on preliminary buy information 
received from our pay-per-view distributors. Final reconciliation of the pay-per-view buys occurs within one year 
and any subsequent adjustments to the buys are recognized on a cash basis. As of April 30, 2005, our pay-per-view 
accounts receivable was $26.8 million. If our initial estimate is incorrect, it can result in significant adjustments 
to revenues in subsequent years. 
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Television advertising: 


Revenues from the sale of television advertising are recorded when the commercial airs within our 
programming and are based upon contractual amounts previously established with our advertisers. These contractual 
amounts are typically based on the advertisement reaching a desired number of viewers. If an ad does not reach 
the desired number of viewers, we record an estimated reserve to reflect rebates or additional ad placements due 
to advertisers, based on the difference between the intended delivery (as contracted) and actual delivery of 
audiences. As of April 30, 2005, our estimated reserve was $2.6 million. If our estimated reserves are incorrect, 
revenues in subsequent periods would be impacted. 


Sponsorships: 


Through our sponsorship packages, we offer advertisers a full range of our promotional vehicles, including 
television, Internet and print advertising, arena signage, on-air announcements and special appearances by our 
Superstars. We follow the guidance of Emerging Issues Task Force (EITF) Issue 00-21 “Revenue Arrangements 
with Multiple Deliverables,” and assign the total sponsorship revenues to the various elements contained within 
a sponsorship package based on their relative fair value. Our relative fair values for the sponsorship elements are 
based upon a combination of historical prices and current advertising market conditions. Revenue from these 
packages is recognized as each element is delivered. If we do not accurately estimate the fair values of the various 
components of sponsorship packages, the timing of our income recognition would be impacted. Sponsorship 
revenues totaled $4.7 million in fiscal 2005. 


Home Video: 


Revenues from the sales of home video titles are recorded when shipped by our distributor to wholesalers/ 
retailers, net of an allowance for estimated returns. The allowance for estimated returns is based on historical 
information and current industry trends. As of April 30, 2005, our home video returns allowance was $2.9 million. 
If we do not accurately predict returns, we may have to adjust revenues in future periods. 


Magazine publishing: 


Publishing newsstand revenues are recorded when shipped by our distributor to wholesalers/retailers, net of 
an allowance for estimated returns. We estimate the allowance for newsstand returns based upon our review of 
historical return rates and the expected performance of our current titles in relation to prior issue return rates. As 
of April 30, 2005, our newsstand returns allowance was $4.6 million. If we do not accurately predict returns, we 
may have to adjust revenues in future periods. 


e ~—- Feature films 


We capitalize costs of production and acquisition, including production overhead, as feature film production 
assets. These costs will be amortized to direct operating expenses in accordance with Statement of Position 00-2 
“Accounting by Producers or Distributors of Films”. These costs are stated at the lower of unamortized film costs 
or estimated fair value. These costs for an individual film will be amortized and participation and residual costs 
will be accrued in the proportion that current year’s revenues bear to management’s estimates of the ultimate revenue 
at the beginning of the year expected to be recognized from exploitation, exhibition or sale of such film over a 
period not to exceed ten years from the date of initial release. Management regularly reviews and revises, when 
necessary, its ultimate revenue and cost estimates, which may result in a change in the rate of amortization of film 
costs and participations and residuals and/or write-down of all or a portion of the unamortized costs of the film 
or television program to its estimated fair value. No assurance can be given that unfavorable changes to revenue 
and cost estimates will not occur, which may result in significant write-downs affecting our results of operations 
and financial condition. 


We have performed an initial estimate of our ultimate revenue for our two projects in post-production, The 
Marine and See No Evil, and believe no write-down is required at this time. 
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e Allowance for Doubtful Accounts 


Our receivables represent a significant portion of our current assets. We are required to estimate the 
collectibility of our receivables and to establish allowances for the amount of receivables that we estimate to be 
uncollectible. We base these allowances on our historical collection experience, the length of time our receivables 
are outstanding and the financial condition of individual customers. Changes in the financial condition of significant 
customers, either adverse or positive, could impact the amount and timing of any additional allowances that may 
be required. As of April 30, 2005 our allowance for doubtful accounts was $3.3 million. 


e Income Taxes 


We account for income taxes in accordance with the provisions of SFAS No. 109, “Accounting for Income 
Taxes.” As such, we recognize the future impact of the difference between the financial statement and tax basis 
of assets and liabilities. As of April 30, 2005, we have $9.4 million of net deferred tax assets on our balance sheet. 
We record valuation allowances against deferred tax assets when management does not believe the future tax 
benefits are more likely than not to be realized. We also provide reserves when we believe that it is not probable 
that a tax position taken by the Company will be sustained if challenged. 


Recent Accounting Pronouncements 


In December 2004, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 123(R), “Share- 
Based Payment’, which revises SFAS No. 123, “Accounting for Stock-Based Compensation” and supersedes APB 
Opinion No. 25, “Accounting for Stock Issued to Employees’. This Statement focuses primarily on accounting for 
transactions in which an entity compensates employee services through share-based payments. This Statement 
requires an entity to measure the cost of employee services received in exchange for an award of equity instruments 
based on the grant-date fair value of the award. That cost will be recognized over the period during which an 
employee is required to provide service in exchange for the reward. On April 18, 2005, the Securities and Exchange 
Commission adopted a new rule that amended the compliance dates of SFAS No. 123(R) to require the 
implementation no later than the beginning of the first fiscal year beginning after June 15, 2005. The Company 
plans to adopt this Statement in Fiscal 2007. The impact of this Statement will depend on the number of stock options 
we issue during fiscal 2006, if any, but we do not currently expect the impact to be material. 


Cautionary Statement for Purposes of the “Safe Harbor” Provisions of the Private Securities Litigation 
Reform Act of 1995 


The Private Securities Litigation Reform Act of 1995 provides a “safe harbor” for certain statements that are 
forward-looking and are not based on historical facts. When used in this Annual Report, the words “may,” “will,” 
“could,” “anticipate,” “plan,” “continue,” “project,” “intend”, “estimate”, “believe”, “expect” and similar 
expressions are intended to identify forward-looking statements, although not all forward-looking statements 
contain such words. These statements relate to our future plans, objectives, expectations and intentions and are not 
historical facts and accordingly involve known and unknown risks and uncertainties and other factors that may cause 
the actual results or the performance by us to be materially different from future results or performance expressed 
or implied by such forward-looking statements. The following factors, among others, could cause actual results 
to differ materially from those contained in forward-looking statements made in this Annual Report, in press releases 
and in oral statements made by our authorized officers: (i) our failure to maintain or renew key agreements could 
adversely affect our ability to distribute our television and pay-per-view programming; (ii) our failure to continue 
to develop creative and entertaining programs and events would likely lead to a decline in the popularity of our 
brand of entertainment; (iii) our failure to retain or continue to recruit key performers could lead to a decline in 
the appeal of our storylines and the popularity of our brand of entertainment; (iv) the loss of the creative services 
of Vincent K. McMahon could adversely affect our ability to create popular characters and creative storylines; (v) 
a decline in general economic conditions could adversely affect our business; (vi) a decline in the popularity of 
our brand of sports entertainment, including as a result of changes in the social and political climate, could adversely 
affect our business; (vii) changes in the regulatory atmosphere and related private sector initiatives could adversely 
affect our business; (viii) the markets in which we operate are highly competitive, rapidly changing and increasingly 
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fragmented, and we may not be able to compete effectively, especially against competitors with greater financial 
resources or marketplace presence; (ix) we face uncertainties associated with international markets; (x) we may 
be prohibited from promoting and conducting our live events if we do not comply with applicable regulations; (xi) 
because we depend upon our intellectual property rights, our inability to protect those rights, or our infringement 
of others’ intellectual property rights, could adversely affect our business; (xii) we could incur substantial liabilities 
if pending material litigation is resolved unfavorably; (xiii) our insurance may not be adequate to cover liabilities 
resulting from accidents or injuries that occur during our physically demanding events; (xiv) we will face a variety 
of risks as we expand into new and complementary businesses such as subscription video-on-demand and feature 
films; (xv) through his beneficial ownership of a substantial majority of our Class B common stock, our controlling 
stockholder, Vincent K. McMahon, can exercise control over our affairs, and his interests may conflict with the 
holders of our Class A common stock; (xvi) a substantial number of shares will be eligible for future sale by 
Mr. McMahon, and the sale of those shares could lower our stock price; and (xvii) our Class A common stock has 
a relatively small public “float”. The forward-looking statements speak only as of the date of this Annual Report 
and undue reliance should not be placed on these statements. 


Item 7A. Quantitative and Qualitative Disclosures about Market Risk 


In the normal course of business, we are exposed to foreign currency exchange rate, interest rate and equity 
price risks that could impact our results of operations. Our foreign currency exchange rate risk is minimized by 
maintaining minimal net assets and liabilities in currencies other than our functional currency. 


Interest Rate Risk 


We are exposed to interest rate risk related to our debt and investment portfolio. Our debt primarily consists 
of the mortgage related to our corporate headquarters, which has an annual interest rate of 7.6%. Due to the recent 
decreases in mortgage rates, this debt is now at a rate in excess of market, however due to the terms of our agreement 
we are prohibited from refinancing for several years. The impact of the decrease in mortgage rates is considered 
immaterial to our consolidated financial statements. 


Our investment portfolio consists primarily of fixed income mutual funds and United States Treasury Notes, 
with a strong emphasis placed on preservation of capital. In an effort to minimize our exposure to interest rate risk, 
our investment portfolio’s dollar weighted duration is approximately one year. Due to the nature of our investments 
and our strategy to minimize market and interest rate risk, we believe that our portfolio would not be materially 
impacted by adverse fluctuations in interest rates. 


Item 8. Consolidated Financial Statements and Schedule 


The information required by this item is set forth in the Consolidated Financial Statements filed with this report. 


Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures 


None 


Item 9A. Controls and Procedures 


We have performed an evaluation under the supervision and with the participation of our management, 
including our Chief Executive Officer, our Chief Financial Officer, and SVP Finance / Chief Accounting Officer 
of the effectiveness of our disclosure controls and procedures, as defined under the Securities Exchange Act of 1934. 
Based on that evaluation, our management, including our Chief Executive Officer, Chief Financial Officer and SVP 
Finance / Chief Accounting Officer concluded that our disclosure controls and procedures were effective as of 
April 30, 2005 to ensure that information required to be disclosed by us in the reports filed or submitted by us under 
the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s 
rules and forms. As a result of this evaluation, there were no significant changes in our disclosure controls and 
procedures during the period covered by this Form 10-K that have materially affected, or are reasonably likely to 
materially affect, our internal control over financial reporting. 
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Management’s Report on Internal Control Over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting, as such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Under the supervision and with 
the participation of our management, including our Chief Executive Officer, Chief Financial Officer, and SVP 
Finance/Chief Accounting Officer, we conducted an evaluation of the effectiveness of our internal control over 
financial reporting as of April 30, 2005 based on the guidelines established in Internal Control — Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Our 
internal control over financial reporting includes policies and procedures that provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external reporting 
purposes in accordance with U.S. generally accepted accounting principles. 


Based on the results of our evaluation, our management concluded that our internal control over financial 
reporting was effective as of April 30, 2005. We reviewed the results of management’s assessment with our 
Audit Committee. 


Management’s assessment of the effectiveness of our internal control over financial reporting as of April 30, 
2005 has been audited by Deloitte & Touche LLP, an independent registered public accounting firm, as stated in 
their report which is included in this Annual Report on Form 10-K. Such report expresses unqualified opinions on 
management’s assessment and on the effectiveness of the Company’s internal control over financial reporting as 
of April 30, 2005. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


The Board of Directors and Stockholders of 
World Wrestling Entertainment, Inc. 
Stamford, Connecticut 


We have audited management’s assessment, included in the accompanying Management's Report on Internal 
Control Over Financial Reporting, that World Wrestling Entertainment, Inc. and subsidiaries (the “Company’’) 
maintained effective internal control over financial reporting as of April 30, 2005, based on criteria established in 
Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission. The Company’s management is responsible for maintaining effective internal control over financial 
reporting and for its assessment of the effectiveness of internal control over financial reporting. Our responsibility 
is to express an opinion on management’s assessment and an opinion on the effectiveness of the Company’s internal 
control over financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining 
an understanding of internal control over financial reporting, evaluating management’s assessment, testing and evaluating 
the design and operating effectiveness of internal control, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed by, or under the supervision of, 
the company’s principal executive and principal financial officers, or persons performing similar functions, and 
effected by the company’s board of directors, management, and other personnel to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s 
assets that could have a material effect on the financial statements. 


Because of the inherent limitations of internal control over financial reporting, including the possibility of 
collusion or improper management override of controls, material misstatements due to error or fraud may not be 
prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control 
over financial reporting to future periods are subject to the risk that the controls may become inadequate because 
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 


In our opinion, management’s assessment that the Company maintained effective internal control over financial 
reporting as of April 30, 2005, is fairly stated, in all material respects, based on the criteria established in Internal 
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission. Also in our opinion, the Company maintained, in all material respects, effective internal control over 
financial reporting as of April 30, 2005, based on the criteria established in Internal Control — Integrated Framework 
issued by the Committee of Sponsoring Organizations of the Treadway Commission. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the consolidated financial statements and financial statement schedule of the Company as of and 
for the year ended April 30, 2005 and our report dated July 12, 2005 expressed an unqualified opinion on those 
consolidated financial statements and financial statement schedule. 


DELOITTE & TOUCHE LLP 


Stamford, Connecticut 
July 12, 2005 
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Item 9B. Other Information 


None. 


PART III 


The information required by Part III (Items 10-14) is incorporated herein by reference to the captions “Election 
of Directors”, “Executive Compensation’, “Security Ownership of Certain Beneficial Owners and Management” 
and “Ratification of Selection of Independent Auditors” in our definitive proxy statement for our 2005 Annual 
Meeting of Stockholders. 


PART IV 


Item 15. Exhibits and Financial Statement Schedules 


(a) The following documents are filed as a part of this report: 


1. Consolidated Financial Statements and Schedule: See index to Consolidated Financial Statements on page F-1 
of this Report. 


2. Exhibits: 


Exhibit No. 


Description of Exhibit 





3.1 


3.1A 


3.2 


3.2A 


10.2B 





Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.2 to our 
Registration Statement on Form S-1 (No. 333-84327)). 


Amendment to Amended and Restated Certificate of Incorporation (incorporated by reference to 
Exhibit 4.1(a) to our Registration Statement on Form S-8, filed July 15, 2002). 


Amended and Restated By-laws (incorporated by reference to Exhibit 3.4 to our Registration 
Statement on Form S-1 (No. 333-84327)). 


Amendment to Amended and Restated By-Laws (incorporated by reference to Exhibit 4.2(a) to our 
Registration Statement on Form S-8, filed July 15, 2002). 


1999 Long-Term Incentive Plan (incorporated by reference to Exhibit 10.1 to our Registration 
Statement on Form S-1 (No. 333-84327)) (the “LTIP’’).* 


Form of Option Agreement under the LTIP (incorporated by reference to Exhibit 10.1A to our Annual 
Report on Form 10-K for the fiscal year ended April 30, 2003).* 


Form of Agreement for Restricted Performance Stock Units granted during 2003 under the LTIP 
(incorporated by reference to Exhibit 10.2B to our Annual Report on Form 10-K for the fiscal year 
ended April 30, 2003).* 


Employment Agreement with Vincent K. McMahon, dated October 14, 1999 (incorporated by 
reference to Exhibit 10.2 to our Registration Statement on Form S-1 (No. 333-84327)).* 


Amendment, dated as of May 1, 2002, to Employment Agreement with Vincent K. McMahon 
(incorporated by reference to Exhibit 10.2A to our Annual Report on Form 10-K for the fiscal year 
ended April 30, 2002).* 


Second Amendment, dated February 23, 2004, to Employment Agreement with Vincent K. 
McMahon (incorporated by reference to Exhibit 10.2B to our Quarterly Report on Form 10-Q for 
the fiscal quarter ended January 23, 2004).* 


Booking Contract with Vincent K. McMahon, dated February 15, 2000 (incorporated by reference 
to Exhibit 10.3 to our Annual Report on Form 10-K for the fiscal year ended April 30, 2000).* 


32 


Exhibit No. 


Description of Exhibit 





10.3A 


10.10 


10.11 


10.12 


10.13 


10.14 


10.15 


10.16 


10.17 
10.18 





Amendment, dated July 3, 2001, to Booking Contract with Vincent K. McMahon (incorporated by 
reference to Exhibit 10.3A to our Annual Report on Form 10-K for the fiscal year ended April 30, 2001).* 


Employment Agreement with Linda E. McMahon, dated October 14, 1999 (incorporated by 
reference to Exhibit 10.3 to our Registration Statement on Form S-1 (No. 333-84327)).* 


Amendment, dated February 23, 2004, to Employment Agreement with Linda E. McMahon 
(incorporated by reference to Exhibit 10.4A to our Quarterly Report on Form 10-Q for the fiscal 
quarter ended January 23, 2004).* 


Booking Contract with Linda E. McMahon, dated February 15, 2000 (incorporated by reference to 
Exhibit 10.5 to our Annual Report on Form 10-K for the fiscal year ended April 30, 2000).* 


World Wrestling Entertainment Employee Stock Purchase Plan (incorporated by reference to Exhibit 
10.6 to our Annual Report on Form 10-K for the fiscal year ended April 30, 2002).* 


World Wrestling Entertainment, Inc. Management Bonus Plan (incorporated by reference to Appendix 
A to the Proxy Statement for the 2003 Annual Meeting of Stockholders, filed July 31, 2003).* 


Independent Contractor Agreement, dated May 1, 2003, between the Registrant and 
Communications Consultants, Inc. (incorporated by reference to Exhibit 10.9 to our Annual Report 
on Form 10-K for the fiscal year ended April 30, 2003).* 


Registration Rights Agreement, dated August 30, 2001, by and between Invemed Catalyst Fund, L.P. 
and World Wrestling Entertainment, Inc. (incorporated by reference to Exhibit 10.10 to our Annual 
Report on Form 10-K for the fiscal year ended April 30, 2002). 


Open End Mortgage Deed, Assignment of Rents and Security Agreement between TSI Realty 
Company and GMAC Commercial Mortgage Corp. (assigned to Citicorp Real Estate, Inc.), dated 
as of December 12, 1997 (incorporated by reference to Exhibit 10.11 to our Registration Statement 
on Form S-1 (No. 333-84327)). 


Promissory Note issued by TSI Realty Company to GMAC Commercial Mortgage Corp. (assigned 
to Citicorp Real Estate, Inc.), dated as of December 12, 1997 (incorporated by reference to Exhibit 
10.12 to our Registration Statement on Form S-1 (No. 333-84327)). 


Environmental Indemnity Agreement among TSI Realty Company, Titan Sports Inc. and GMAC 
Commercial Mortgage Corp. (assigned to Citicorp Real Estate, Inc.), dated as of December 12, 1997 
(incorporated by reference to Exhibit 10.13 to our Registration Statement on Form S-1 (No. 333-84327)). 


Assignment of Leases and Rents between TSI Realty Company and GMAC Commercial Mortgage 
Corp. (assigned to Citicorp Real Estate, Inc.), dated as of December 12, 1997 (incorporated by 
reference to Exhibit 10.14 to our Registration Statement on Form S-1 (No. 333-84327)). 


Agreement between WWF-World Wide Fund for Nature and Titan Sports, Inc. dated January 20, 1994 
(incorporated by reference to Exhibit 10.16 to our Registration Statement on Form S-1 (No. 333-84327)). 


Offer letter, dated May 10, 2005, between the Company and Michael Sileck (incorporated by 
reference to Exhibit 10.7 to our Current Report on Form 8-K filed May 19, 2005).* 


Offer letter, dated January 13, 2003, between the Registrant and Kurt Schneider (incorporated by 
reference to Exhibit 10.17 to our Quarterly Report on Form 10-Q for the fiscal quarter ended 
July 25, 2003). * 


Offer letter, dated March 4, 2004, between the Registrant and John Laurinaitis (filed herewith).* 


Offer letter, dated July 1, 2003, between the Registrant and Thomas Barreca (filed herewith).* 
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Exhibit No. 


Description of Exhibit 





10.19 


10.19A 


10.19B 


10.19C 


32.1 





Employment Agreement, dated as of October 29, 1996, between the Registrant and James W. Ross 
(“Ross Employment Agreement”) (incorporated by reference to Exhibit 10.20 to our Quarterly 
Report on Form 10-Q for the fiscal quarter ended July 25, 2003).* 


Amendment to Ross Employment Agreement, dated June 2, 2003 (incorporated by reference to 
Exhibit 10.20A to our Quarterly Report on Form 10-Q for the fiscal quarter ended July 25, 2003).* 


Second Amendment to Ross Employment Agreement, dated June 2, 2003 (incorporated by reference 
to Exhibit 10.20B to our Quarterly Report on Form 10-Q for the fiscal quarter ended July 25, 2003).* 


Third Amendment to Ross Employment Agreement, dated August 13, 2003 (incorporated by 
reference to Exhibit 10.20C to our Quarterly Report on Form 10-Q for the fiscal quarter ended 
July 25, 2003).* 


List of Subsidiaries (filed herewith). 
Consent of Deloitte & Touche LLP (filed herewith). 


Certification by Vincent K. McMahon pursuant to Section 302 of Sarbanes-Oxley Act of 2002 
(filed herewith). 


Certification by Linda E. McMahon pursuant to Section 302 of Sarbanes-Oxley Act of 2002 
(filed herewith). 


Certification by Michael Sileck pursuant to Section 302 of Sarbanes-Oxley Act of 2002 
(filed herewith). 


Certification by Frank G. Serpe pursuant to Section 302 of Sarbanes-Oxley Act of 2002 
(filed herewith). 


Certification by Vincent K. McMahon, Linda E. McMahon, Michael Sileck and Frank G. Serpe 
pursuant to Section 906 of Sarbanes-Oxley Act of 2002 (filed herewith). 


* [Indicates management contract or compensatory plan or arrangement. 
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SIGNATURES 
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report 


to be signed on its behalf by the undersigned, thereto duly authorized. 


World Wrestling Entertainment, Inc. 
(Registrant) 
Dated: July 12, 2005 By: /s/ Linda E. McMahon 


Linda E. McMahon 
Chief Executive Officer 





Dated: July 12, 2005 By: /s/ Michael Sileck 


Michael Sileck 
Chief Financial Officer 





Dated: July 12, 2005 By: /s/ Frank G. Serpe 


Frank G. Serpe 
SVP. Finance/Chief Accounting Officer 





Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities and on the dates indicated. 








Signature Title or Capacity Date 
By: /s/ Vincent K. McMahon Chairman of the Board of Directors, July 12, 2005 
Vincent K. McMahon (co-principal executive officer) 
By: /s/ Linda E. McMahon Chief Executive Officer and Director July 12, 2005 
Linda E. McMahon (co-principal executive officer) 
By: /s/ Lowell P. Weicker Jr. Director July 12, 2005 





Lowell P. Weicker Jr. 


By: /s/ David Kenin Director July 12, 2005 
David Kenin 





By: /s/ Joseph Perkins Director July 12, 2005 
Joseph Perkins 





By: /s/ Michael B. Solomon Director July 12, 2005 
Michael B. Solomon 





By: /s/ Robert A. Bowman Director July 12, 2005 
Robert A. Bowman 





By: /s/ Michael Sileck Chief Financial Officer and Director July 12, 2005 
Michael Sileck 





By: /s/ Frank G. Serpe SVP Finance/Chief Accounting Officer July 12, 2005 
Frank G. Serpe 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


The Board of Directors and Stockholders of 
World Wrestling Entertainment, Inc. 
Stamford, Connecticut 


We have audited the accompanying consolidated balance sheets of World Wrestling Entertainment, Inc. and 
subsidiaries (the “Company’’) as of April 30, 2005 and 2004, and the related consolidated statements of operations, 
stockholders’ equity and comprehensive income (loss) and of cash flows for each of the three years in the period 
ended April 30, 2005. Our audits also included the financial statement schedule listed in the Index at Item 15. These 
financial statements and financial statement schedule are the responsibility of the Company’s management. 
Our responsibility is to express an opinion on the financial statements and financial statement schedule based on 
our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 
position of World Wrestling Entertainment, Inc. and subsidiaries as of April 30, 2005 and 2004, and the results 
of their operations and their cash flows for each of the three years in the period ended April 30, 2005, in conformity 
with accounting principles generally accepted in the United States of America. Also, in our opinion, such financial 
statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, 
presents fairly, in all material respects, the information set forth therein. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the effectiveness of the Company’s internal control over financial reporting as of April 30, 2005, 
based on the criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated July 12, 2005 expressed an unqualified opinion 
on management’s assessment of the effectiveness of the Company’s internal control over financial reporting and 
an unqualified opinion on the effectiveness of the Company’s internal control over financial reporting. 


DELOITTE & TOUCHE LLP 


Stamford, Connecticut 
July 12, 2005 
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WORLD WRESTLING ENTERTAINMENT, INC. 


CONSOLIDATED STATEMENTS OF OPERATIONS 
(dollars and shares in thousands, except per share data) 


Year ended April 30, 












































2005 2004 

NGt REVENUES 25. o.daceeeing Se staid Lene Soden bee ed ae eae ee Heed 8 $366,431 $374,909 
Cost Of revenues 2.0.0.0... ccc cece cece een tence nen een eneenee 213,289 207,121 
Selling, general and administrative expenses .................... 86,874 78,170 
Depreciation and amortization .............. cece eee e eee eee eens 11,874 12,363 
Stock compensation COStS 1.1.0... 0... cece cece een e tenet ene eeene 4,101 3,675 
Operating MCOME ..).. 26 ssa sveged eds weed eeed oe Reged ba deus os 50,293 73,580 
Investment income, Met ......... ccc cece cece cence e nee eenes 5,362 5,906 
Interest, CXPONSe: siisviececiscaace swegias othe daadhages $5 Reaeeos ead shee 642 767 
Other income (loss), net ........ ccc cece cece cent n een en eenes 1,346 1,275 
Income before income taxeS .......... 0c cece cece c enn eee eens 56,359 79,994 
Provision for income taXeS .......... 0 ccc cece cece ete nen eeeenee 18,581 30,421 
Income from continuing operations .................... eee eee ee 37,778 49,573 
Income (loss) from discontinued operations, net of tax expense 

(benefit) of $737, $(722), and $(19,616) for 2005, 2004 and 

2003, respectively .2civeiet cacteede tas Vacs teenie eens Mer eceees 1,369 (1,381) 
Net income (OSS) 0.00... 6. cece cece cece cece ence eee n eee ee teenies $ 39,147 $ 48,192 
Earnings (loss) per share — Basic: 

Continuing operations ............ cece eee eee ee cen eet e teenies $ 0.55 $ 0.72 

Discontinued operations ........... cece cece eect cece een eines 0.02 (0.02) 

Net-income:.OSS)! nec ad Oc oe eae bas oot $ 0.57 $ 0.70 
Earnings (loss) per share — Diluted: 

Continuing operations ............ cece cece cece eee eect e ee ene $ 0.54 $ 0.72 

Discontinued operations .......... 0... cece cece e cnet een e nee 0.02 (0.02) 

Net income: (OSS) sce.es.c3 sadteeen hae e na eee i Sk valet gas Cee RS $ 0.56 $ 0.70 
Shares used in per share calculations: 

BaSiGasccctunciisuties iaes carte ables ed neencsmetahiireeehisd 2 68,617 68,621 

Diltttéd: ssi) 5) nowt ee Shean gas Sele eee eee 69,376 69,036 


See Notes to Consolidated Financial Statements. 
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2003 
$374,264 
237,343 
99,349 
10,965 
26,607 
2,011 
783 

(897) 

26,938 
10,836 
16,102 


(35,557) 
$ (19,455) 


$ 0.22 


(0.50) 
$ (0.28) 


$ 0.22 


(0.50) 
$ (0.28) 


70,622 
70,623 


WORLD WRESTLING ENTERTAINMENT, INC. 


CONSOLIDATED BALANCE SHEETS 
(dollars in thousands, except per share data) 


ASSETS 
CURRENT ASSETS: 
Cash and cash equivalents ............ 0... cece cece cece cece eee ene ene e ee 
Short-term investments ........... 00. e cece cece cece e teen e eee e ee eeeeee 
Accounts receivable, net ...... 0... cee ccc cece cece cece nsec ee eeseeeeees 
TNVENLOry, Net? 3 aise dei Levon d as wieaie heb cate need ean eben res Sees 
Prepaid expenses and other current assets ............. eee eee eee e eee eens 
Assets of discontinued operations ............. cece cece cnet eee n eee eeeenees 


Total current assetS ....... 0. ccc ccc ccc cece cece ence eee e eee e eee eeeennees 


PROPERTY AND EQUIPMENT, NET ............... 0 cece eee cee cence 
FEATURE FILM PRODUCTION ASSETS ............... 0. cece eee eee 
INTANGIBLE ASSETS, NET .......... 0.0.02 n ene n een n eee 
OTHER: ASSETLS. 2 sesvaccaiten Soret edits ons ngleds oelusminsh at Sep oaks betes Shai ee 
ASSETS OF DISCONTINUED OPERATIONS .................. 00sec eee eee 


TOTALAASSETS> ux cc26 Suwket ode be eh ase eee h aed ee ie oe Sees 


LIABILITIES AND STOCKHOLDERS’ EQUITY 
CURRENT LIABILITIES: 
Current portion of long-term debt ............ 0... ccc eee eece eee eee 
Accounts payable: «e234 saneecn ease ates Hes Deas Ova See a atredeaueie ds 
Dividends payable: <...4.20s.054 ceeek se te ate Be lle ha daa at he alee ed eeu Se Es 
Accrued expenses and other liabilities ........... 0... cece cece cece eee eee ee 
Deferred income. + sacseisoie4o2 akol dae a ed Senn eee eendd oeaticg deny eneenes Ged 


LONG-TERM DEBT” 3.32225 iasedesae ehda ad veda tbenigu sueaaweesaeyebansens 
LIABILITIES OF DISCONTINUED OPERATIONS .....................00085 


COMMITMENTS AND CONTINGENCIES 


STOCKHOLDERS’ EQUITY: 
Class A common stock: ($.01 par value; 180,000,000 shares authorized; 
21,167,092 and 13,650,476 shares issued as of April 30, 2005 and 
2004, respectively). ..2dcc0cedcsge v dete enna adudee ctea seo tag testes ees 
Class B common stock: ($.01 par value; 60,000,000 shares authorized; 
47,713,563 and 54,780,207 shares issued as of April 30, 2005 and 
2004; respectively)? s+ eescnceecedeuws neo digi scene evans Meee ahh eetee es 
Additional paid-in capital ....... 0... cece cece cent eee eect ene eeenenees 
Accumulated other comprehensive loss ............. 02: eee ee eee eee e ee eeenees 
Retained Carmings. si. case rena dete sas cov nias to edaseaegaaeds wen ma nna deupaes 


Total stockholders’ equity ........ 0... cece cece cence eee ence eee ne en ences 
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY .................... 


See Notes to Consolidated Financial Statements. 
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As of April 30, 





2005 


$ 56,568 
201,487 
61,901 
1,057 
15,191 
544 
336,748 


66,638 
28,771 
2,608 
6,640 


$441,405 


$ 756 


210 


479 
254,716 
(908) 
121,037 
375,534 


$441,405 


2004 


$ 48,467 
224,824 
62,703 
856 
13,596 
691 
351,137 


71,369 
431 
4,492 
6,212 
20,703 


$454,344 


$ 700 


136 


548 
250,775 
(1,120) 
102,766 
353,105 


$454,344 


WORLD WRESTLING ENTERTAINMENT, INC. 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND COMPREHENSIVE INCOME (LOSS) 
(dollars and shares in thousands) 










































































Accumulated 
Sommon cack A ee Pade eens Retained 
Shares Amount Shares Amount Capital Income (loss) Earnings Total 
Balance, May 1, 2002 ........ 72,964 $729 100 $ (1,139) $296,938 $ (525) $ 89,089 $385,092 
Comprehensive loss: 

Net ‘loss: ig iss sisenia oF B84 —_— —_ —_— —_— —_ —_ (19,455) (19,455) 

Translation adjustment ...... — _ —_ _ — 322 _ 322 

Unrealized holding gain, 

net Of tax. cos coe ane ek — — _ — — 446 — 446 
Total comprehensive loss ...... (18,687) 
Purchase of treasury stock ..... — — 2,489 (29,554) — — — (29,554) 
Proceeds from sale of treasury 

StOCK see hen yee eng ee — — (11) 124 (47) — — 77 
Exercise of stock options ...... 32 1 —_ —_— 404 —_— —_— 405 
Tax benefit from exercise of 

stock options .............. —_ —_ —_ —_ 20 —_ —_ 20 
Balance, April 30, 2003 ....... 72,996 730 2,578 (30,569) 297,315 243 69,634 337,353 
Comprehensive income: 

Net income ............... — —_ — —_— — —_— 48,192 48,192 

Translation adjustment ...... — — — — — (203) —_— (203) 

Unrealized holding loss, 

net of tax .... 2... ee _ _— — — _— (1,160) _— (1,160) 
Total comprehensive income ... 46,829 
Retirement of treasury stock ... (4,616) (46) (4,616) 49,712 (49,666) —- — — 
Stock issuances (repurchases), 

et: tog, Ae aaa ee wR EES 27 —_ 2,038 (19,143) 5 —_ —_ (19,138) 
Exercise of stock options ...... 24 _ — — 305 _ _ 305 
Tax benefit from exercise of 

stock options .............. —_— —_ —_— —_ 2 —_ —_ 2 
Dividends paid .............. — —_— — — — — (10,954) (10,954) 
Dividends declared, not yet paid — —_— — —_ — —_— (4,106) (4,106) 
Stock compensation costs ..... — — — — 2,814 —_— — 2,814 
Balance, April 30, 2004 ....... 68,431 684 —_— —_ 250,775 (1,120) 102,766 353,105 
Comprehensive income: 

Net income ............... — —_— — — —_ —_— 39,147 39,147 

Translation adjustment ...... —_— _ — —_— —_— 932 —_— 932 

Unrealized holding loss, 

net of tax ...........008 — —_ — — —_— (1,364) —_— (1,364) 

Reclassification adjustment 

for losses realized in net 

income, net of tax ....... _— _— —_— —_— _— 644 _— 644 
Total comprehensive income ... 39,359 
Stock issuances (repurchases), 

TEU? dices outed inte delete ate 376 4 —_— —_— (1,195) —_ —_ (1,191) 
Exercise of stock options ...... 74 1 —_— —_— 704 —_ —_ 705 
Tax benefit from exercise of 

stock options .............. — — a — 81 — — 81 
Dividends paid .............. — — _— — 267 — (20,876) (20,609) 
Stock compensation costs ..... _ _— —_— —_— 4,084 _— _ 4,084 
Balance, April 30, 2005 ....... 68,881 $689 —_ = $254,716 $ (908) $121,037 $375,534 

















See Notes to Consolidated Financial Statements. 
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WORLD WRESTLING ENTERTAINMENT, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
(in thousands) 


Year ended April 30, 






































2005 2004 2003 
OPERATING ACTIVITIES: 
Wet mcome. od Av cbiie soe Fn dee ME hed Dg ON ne Oe ee See ede Wee $ 39,147 $ 48,192 $ (19,455) 
Adjustments to reconcile net income to net cash provided by 
operating activities: 
(income) loss from discontinued operations, net of tax ......... 0.0.0 e eee eee (1,369) 1,381 35,557 
Depreciation and amortization ......... 0... cece n ee een eee 11,874 12,363 10,965 
Realized losses on sales of investments ......... 00.00 c cece cence ene 1,039 — —_ 
Amortization of investment income ........... 000 cece eee eee eee nee (424) (1,052) (1,268) 
Stock compensation costS ..... 00... c cece eee eet tenet nett eee eens 4,084 2,814 — 
Unrealized gain on revaluation of warrants .......... 0... c eee eee eee eee (714) (671) — 
Provision for doubtful accounts .......... 0... ccc cee eee eens 655 (2,295) 3,697 
Provision for inventory obsolescence ............ 0. cee eee eee cette eee eens 1,549 237 797 
Provision: fordéferred ‘Income taxes: 4... eyes bed Fouled oa Od eka ek eee eevee 1,190 5,087 1,490 
Impairment of long-lived asset .........0 0... cee eee eee 2,942 —_ 
Changes in assets and liabilities: 
Accounts ‘receivables. csi0.4 he cea Mahan a te SOS Oa a ea 385 (11,332) 10,334 
TIA VEMTOTY ecg ss oes sec asdecel in Son oe Gad pAb lesny eee aieg cde hae Gis tom, Digi Bsc Ricca te la Un ae gual aicele (1,749) (255) (185) 
Prepaid expenses and other assets ......... 0.000. c cece eee eee 519 3,301 (614) 
Feature film production assets ......... 0... c cece een n eee (28,340) (431) — 
Accounts: payable® « g5.52 Sey poi ASRS aa a Sw eae PR PSS Ve datae Bs 2,552 (1,070) (5,302) 
Accrued expenses and other liabilities ........... 0.0... cee cece eee (5,902) 7,917 (10,724) 
Deferredsincome 3.9 25, one se Poss Stew eeu ad face tke taped earned y eee RS (2,176) (1,737) 2,740 
Net cash provided by continuing operations .....................000.0000. 22,320 65,391 28,032 
Net cash used in discontinued operations ............... 00 cee eee eee eee ee (5,830) (3,477) (6,894) 
Net cash provided by operating activities ......................0000.00000. 16,490 61,914 21,138 
INVESTING ACTIVITIES: 
Purchase of property and equipment .......... 20.0... c cece eee eee teenies (5,060) (5,266) (10,593) 
Purchase of corporate aircraft ©... 00... eee ene e een eee (20,122) — 
Purchase-of-0ther-assets) ...'cce 3 missacsray Oelavedce disc haigla Sie Bote ya a ee lee we ene de (195) (1,641) (3,000) 
Purchases of short-term investments ............ 00. cee cece eee ete eee eens (61,471) (238,014) (41,157) 
Proceeds from sales or maturities of short-term investments .................005 82,553 154,051 106,573 
Net cash provided by / (used in) continuing operations .................... 15,827 (110,992) 51,823 
Net cash used in discontinued operations ...............0 cee e eee eee eee — (2,134) 
Net cash provided by / (used in) investing activities ....................04. 15,827 (110,992) 49,689 
FINANCING ACTIVITIES: 
Repayment of long-term debt ......... 0.0... cece cece eee een eee (700) (1,248) — 
Stock issuance (repurchase), net 1.0.0.2... 0. cee eee eee eens 496 (19,031) (29,477) 
Dividends: paid 4 suwdoveetieend hese Uae oe CHA Oka eee ated gabed ein hates (24,716) (10,954) — 
Net proceeds from exercise of stock options ...................0 00 eee eee 704 305 405 
Net cash used in continuing operations .......... 0.00. c ee eee eee eee eee (24,216) (30,928) (29,072) 
Net cash provided by discontinued operations ...................000.0000. —_ 322 
Net cash used in financing activities 2.0.2.0... eee eee eee (24,216) (30,928) (28,750) 
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ........... 8,101 (80,006) 42,077 
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD ................. 48,467 128,473 86,396 
CASH AND CASH EQUIVALENTS, END OF PERIOD ................-00-005- $ 56,568 $ 48,467 $128,473 
SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid during the year for income taxes, net of refunds ..................0.. $ 17,464 $ 14,016 $ 6,398 
Cash paid during the year for interest ...........0.... 0.0000 c cece ee eee $ 642 $ 773 $ 783 


See Notes to Consolidated Financial Statements. 
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WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


1. Basis of Presentation and Business Description 


The accompanying consolidated financial statements include the accounts of World Wrestling Entertainment, 
Inc., and our subsidiaries. We are an integrated media and entertainment company, principally engaged in the 
development, production and marketing of television and pay-per-view event programming and live events and 
the licensing and sale of branded consumer products featuring our World Wrestling Entertainment brands. Our 
continuing operations are organized around two principal activities: 


e —_ Live and televised entertainment, which consists of live event and television programming and feature 
films. Revenues consist principally of attendance at live events, sale of television advertising time and 
sponsorships, domestic and international television rights fees and pay-per-view buys. 


e Branded merchandise, which consists of licensing and direct sale of merchandise. Revenues include sales 
of consumer products through third party licensees and direct marketing and sales of merchandise, 
magazines and home videos. 


All significant intercompany transactions and balances have been eliminated. Certain prior year amounts have 
been reclassified to conform with the current year presentation. 


2. Summary of Significant Accounting Policies 


Use of Estimates — The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States requires our management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ 
from those estimates. 


Fiscal Period — Our fiscal year ends on April 30 of each year. Unless otherwise noted, all references to years 
relate to fiscal years, not calendar years, and refer to the fiscal period by using the year in which the fiscal period 
ends. Our fiscal quarters are thirteen-week periods that end on the thirteenth Friday in the quarter, with the exception 
of our fourth quarter, which always ends on April 30. 


Cash and Equivalents — Cash and equivalents include cash on deposit in overnight deposit accounts and 
investments in money market accounts. 


Short-term Investments — We classify all of our short-term investments as available-for-sale securities. Such 
short-term investments consist primarily of United States government and federal agencies securities, corporate 
commercial paper, corporate bonds, mutual funds and mortgage-backed securities, all of which are stated at market 
value, with unrealized gains and losses on such securities reflected, net of tax, as other comprehensive income (loss) 
in stockholders’ equity. Realized gains and losses on short-term investments are included in earnings and are derived 
using the specific identification method for determining the cost of securities sold. It is our intent to maintain a 
liquid portfolio to take advantage of investment opportunities; therefore, all securities are considered to be available- 
for-sale and are classified as current assets. 


Accounts Receivable — Accounts receivable relate principally to amounts due to us from pay-per-view 
providers and television networks for pay-per-view presentations and television programming, respectively, and 
balances due from the sale of television advertising, home video and magazines. Our receivables represent a 
significant portion of our current assets. We are required to estimate the collectibility of our receivables and to 
establish allowances for the amount of receivables that we estimate to be uncollectible. We base these allowances 
on our historical collection experience, the length of time our receivables are outstanding and the financial condition 
of individual customers. The balance of the allowance for doubtful accounts was $3,287, $2,612 and $5,284 at 
April 30, 2005, 2004 and 2003, respectively. 


WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (Continued) 


Inventory — Inventory consists of merchandise sold on a direct sales basis, and videotapes and DVDs, which 
are sold through wholesale distributors and retailers. Substantially all of our inventory is comprised of finished 
goods. Inventory is stated at the lower of cost (first-in, first-out basis) or market. The valuation of our inventories 
requires management to make market estimates assessing the quantities and the prices at which we believe the 
inventory can be sold. 


Feature films — Costs are stated at the lower of unamortized film costs or estimated fair value. These costs 
for an individual film will be amortized in the proportion that revenues bear to management’s estimates of the 
ultimate revenue expected to be recognized from exploitation, exhibition or sale of such film. Management regularly 
reviews and revises, when necessary, its ultimate revenue and cost estimates, which may result in a change in the 
rate of amortization of film costs and/or write-down of all or a portion of the unamortized costs of the film or 
television program to its estimated fair value. 


Property and Equipment — Property and equipment are stated at historical cost less accumulated depreciation 
and amortization. Depreciation and amortization is computed on a straight-line basis over the estimated useful lives 
of the assets or, when applicable, the life of the lease, whichever is shorter. Vehicles and equipment are depreciated 
based on estimated useful lives varying from three to five years. Buildings and related improvements are depreciated 
based on useful lives varying from five to thirty-nine years. Our corporate aircraft is depreciated over ten years 
on a straight-line basis less an estimated residual value of $9,500. 


Valuation of Long-Lived Assets — We periodically evaluate the carrying value of long-lived assets when events 
and circumstances warrant such a review. During fiscal 2004, management performed an analysis on our long-lived 
assets related to our e-commerce infrastructure. These assets were primarily composed of capitalized software 
development costs incurred during the set up of the e-commerce section of our website. Based upon the performance 
of our e-commerce business as compared to the costs incurred to operate the site, management determined that 
the asset was impaired and recorded a pre-tax charge of $2,942 in our fourth fiscal quarter. During 2003, the 
economic conditions surrounding our entertainment complex in New York City, The World, and its continued weak 
operating results indicated potential impairment. In accordance with the prescribed accounting, an impairment test 
was performed which ultimately resulted in a non-cash pre-tax impairment charge of $30,392 which was recorded 
in fiscal 2003 and reflected in discontinued operations. 


Income Taxes — We account for income taxes in accordance with the provisions of SFAS No. 109, “Accounting 
for Income Taxes.” Our deferred provision was determined under the asset and liability method. Under this method, 
deferred assets and liabilities are recognized based on differences between financial statement and income tax basis 
of assets and liabilities using presently enacted tax rates. Valuation allowances are established to reduce deferred 
tax assets to amounts management believes are more likely than not to be realized. We consider estimated future 
taxable income and ongoing tax planning strategies in assessing the need for valuation allowances. We also provide 
reserves when we believe that it is not probable that a tax position taken by the Company will be sustained 
if challenged. 


Revenue Recognition — Revenues are generally recognized when products are shipped or as services are 
performed. However, due to the nature of several of our business lines, there are additional steps in the revenue 
recognition process, as described below. 


WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (Continued) 
Pay-per-view programming: 


Revenues from our pay-per-view programming are recorded when the event is aired and are based upon our 
initial estimate of the number of buys achieved. This initial estimate is based on preliminary buy information 
received from our pay-per-view distributors. Final reconciliation of the pay-per-view buys generally occurs within 
one year and any subsequent adjustments to the buys are recognized on a cash basis. 


Television advertising: 


Revenues from the sale of television advertising are recorded when the commercial airs within our 
programming and are based upon contractual amounts previously established with our advertisers. These contractual 
amounts are typically based on the advertisement reaching a desired number of viewers. If an ad does not reach 
the desired number of viewers, we record an estimated reserve to reflect rebates or additional ad placements 
due to advertisers, based on the difference between the intended delivery (as contracted) and actual delivery 
of audiences. 


Sponsorships: 


Through our sponsorship packages, we offer advertisers a full range of our promotional vehicles, including 
television, Internet and print advertising, arena signage, on-air announcements and special appearances by our 
Superstars. We follow the guidance of Emerging Issues Task Force (EITF) Issue 00-21 “Revenue Arrangements 
with Multiple Deliverables,” and assign the total sponsorship revenues to the various elements contained within 
a sponsorship package based on their relative fair values. Our relative fair values for the sponsorship elements are 
based upon a combination of historical prices and current advertising market conditions. Revenue from these 
packages is recognized as each element is delivered. 


Licensing: 
Licensing revenues are recognized upon receipt of notice by the individual licensees as to license fees due. 
If we receive licensing advances, such payments are deferred and recognized as income as earned. 


Home Video: 


Revenues from the sales of home video titles are recorded when shipped by our distributor to wholesalers/ 
retailers, net of an allowance for estimated returns. The allowance for estimated returns is based on historical 
information and current industry trends. 


Magazine publishing: 


Publishing newsstand revenues are recorded when magazines are shipped by our distributor to wholesalers/ 
retailers, net of an allowance for estimated returns. We estimate the allowance for newsstand returns based upon 
our review of historical returns rates and the expected performance of our current titles in relation to prior issue 
return rates. 


Advertising Expense — Advertising costs are expensed as incurred, except for costs related to the development 
of a major commercial or media campaign which are expensed in the period in which the commercial or campaign 
is first presented. 


Foreign Currency Translation — For translation of the financial statements of our Canadian and United 
Kingdom subsidiaries, we have determined that the Canadian Dollar and the U.K. Pound, respectively, are the 
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WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (Continued) 


functional currencies. Assets and liabilities are translated at the year-end exchange rate, and income statement 
accounts are translated at average exchange rates for the year. The resulting translation adjustments are recorded 
in accumulated other comprehensive income, a component of stockholders’ equity. Foreign currency transactions 
are recorded at the exchange rate prevailing at the transaction date. 


Stock-Based Compensation — We account for stock options issued to employees using the intrinsic value 
method as prescribed under Accounting Principles Board Opinion (“APB”) No 25, “Accounting for Stock Issued 
to Employees,” and related interpretations. Under this method, no compensation expense is recognized when the 
number of shares granted is known and the exercise price of the stock option is equal to or greater than the market 
price of our stock on the grant date. Stock options issued to non-employees are accounted for at fair value at the 
issuance date. We follow the disclosure-only provisions of SFAS No. 148, “Accounting for Stock-Based 
Compensation — Transition and Disclosure”, and SFAS No. 123, “Accounting for Stock-Based Compensation.” 
SFAS Nos. 148 and 123 encourage, but do not require, companies to adopt a fair value based method for determining 
expense related to stock-based compensation (See Note 12). Restricted stock unit grants are recorded at fair value 
as of the grant date, with the resulting compensation cost recorded over the vesting period. 


The fair value of options granted to employees, which is amortized to expense over the option vesting period 
in determining the pro forma impact, is estimated on the date of the grant using the Black-Scholes option-pricing 
model with the following assumptions: 





_2005_ _2004_ 2003 _ 
Expected life of option ................. 02. eee ee eee 3 years 3 years 3 years 
Risk-free interest rate 2.0.2.0... 0. cece eee eee eee 3.0% 1.8% 2.5% 
Expected volatility of our common stock ............ 33% 38% 38% 
Expected dividend yield .......................00008. 1.9% 1.7% _— 
2005 2004 2003 
Weighted average fair value per share of each option 
granted to employees ............. 0. cee e eee eee ee eee $ 2.95 $ 2.44 $ 3.73 
Total number of options granted to employees .......... 1,104,500 852,500 1,219,000 
Total fair value of all options granted to employees .... $ 3,264 $ 2,082 $ 4,548 
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WORLD WRESTLING ENTERTAINMENT, INC. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(dollars in thousands, except share and per share data) 


2. Summary of Significant Accounting Policies (Continued) 


Had compensation expense for our stock options been recognized based on the fair value on the grant date 
under the methodology prescribed by SFAS No.123, our income from continuing operations and basic and diluted 
earnings from continuing operations per common share for 2005, 2004 and 2003 would have been impacted as 
shown in the following table: 


2005 2004 2003 


Reported income from continuing operations ........ $37,778 $49,573 $16,102 
Add: Stock-based employee compensation expense 

included in reported income from continuing 

operations, net of related tax effects ............... 2,542 2,278 — 
Deduct: Total stock-based employee compensation 

expense determined under fair value based method 











for all awards, net of related tax effects ........... (4,125) (4,392) (3,602) 
Pro forma income from continuing operations ....... $36,195 $47,459 $12,500 
Reported basic earnings from continuing operations 

per common share ...............s eee seen eee eee ee $ 0.55 $ 0.72 $ 0.22 
Pro forma basic earnings from continuing operations 

per common share ...............e eee e eens eee eee $ 0.53 $ 0.69 $ 0.18 
Reported diluted earnings from continuing operations 

per common share ...............c eee scene eee eens $ 0.54 $ 0.72 $ 0.22 
Pro forma diluted earnings from continuing 

operations per common share .................0065 $ 0.52 $ 0.69 $ 0.18 


Derivative Instruments — We hold warrants received from certain publicly traded companies with whom we 
have licensing or distribution agreements. Warrants received from our licensees and a television programming 
distributor were initially recorded at their estimated fair value on the date of grant using the Black-Scholes option 
pricing model. That amount was recorded as deferred revenue and is amortized into operating income over the life 
of the related agreements using straight-line amortization. For the fiscal years ended April 30, 2005, 2004 and 2003, 
we recorded revenues of $493, $1,052 and $1,268 respectively, related to the amortization of deferred revenue 
resulting from the receipt of such warrants. Subsequent to receipt, warrants are adjusted to their estimated fair value 
each quarter, with changes in fair value included in other income. 


Intangible Assets — Our intangible assets consist of acquired film libraries which are amortized over three 
years and acquired trademarks and trade names which are amortized over six years. Our intangible assets are being 
amortized over their estimated useful lives based on the period the assets are expected to contribute to our cash 
flows. We perform impairment tests annually and whenever events or circumstances indicate that intangible assets 
might be impaired. 


Discontinued Operations — SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal Activities” 
requires companies to recognize costs associated with exit or disposal activities when they are incurred rather than 
at the date of a commitment to an exit or disposal plan. In February 2003, we closed the restaurant operations at 
The World and in April 2003, we closed the retail operations at the facility. Costs related to the shutdown of these 
operations were estimated at the shutdown date and were recorded, net of applicable tax benefits, as discontinued 
operations in fiscal 2003, in accordance with SFAS No. 146. 


Recent Accounting Pronouncements — In December 2004, the Financial Accounting Standards Board 
(“FASB”) issued SFAS No. 123(R), “Share-Based Payment’, which revises SFAS No. 123, “Accounting for Stock- 
Based Compensation” and supersedes APB Opinion No. 25, “Accounting for Stock Issued to Employees”. This 
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2. Summary of Significant Accounting Policies (Continued) 


Statement focuses primarily on accounting for transactions in which an entity compensates employee services 
through share-based payments. This Statement requires an entity to measure the cost of employee services received 
in exchange for an award of equity instruments based on the grant-date fair value of the award. That cost will be 
recognized over the period during which an employee is required to provide service in exchange for the reward. 
On April 18, 2005, the Securities and Exchange Commission adopted a new rule that amended the compliance dates 
of SFAS No. 123(R) to require the implementation no later than the beginning of the first fiscal year beginning 
after June 15, 2005. The Company plans on adopting this Statement in Fiscal 2007. The impact of this Statement 
will depend on the number of stock options we issue during fiscal 2006, if any, but we do not currently expect the 
impact to be material. 


3. Earnings Per Share 


For purposes of calculating basic and diluted earnings per share, we used the following weighted average 
common shares outstanding: 





2005 2004 2003 
Basics 3s saseilete ce eit asans che Bdacsuyoieidehs Ratdiald aes 68,617,365 68,621,145 70,621,898 
Dilited ies ge. .2 Seu s eek Valea ee Se see OLAS Ras 69,376,281 69,035,634 70,623,129 
Dilutive effect of outstanding options ................ 120,866 86,218 1,231 
Dilutive effect of restricted stock units ............... 638,050 328,271 — 
Anti-dilutive outstanding options, end of period ..... 2,785,000 2,025,125 6,869,450 


4. Intangible Assets 


In fiscal 2004 we acquired certain film libraries for approximately $1,710. In addition, in fiscal 2003, we 
acquired a film library and certain other assets for $3,000. We have classified these costs as intangible assets and 
amortized them over three years, which is the period of the expected revenues to be derived from the film libraries. 
In March 2001, we acquired substantially all of the intellectual property and certain other assets of WCW, another 
wrestling organization, including trademarks, trade names, their film library and other intangible assets, for $2,500. 
The purchase price of these assets was assigned to the trademarks and trade names, and is being amortized over 
six years, which is the period of the expected revenues to be derived from these assets. 


April 30, 2005 











Gross Net 
Carrying Accumulated Carrying 
Amount Amortization Amount 
Film. branes «ese. ves sohedeciead Geta cuectwee eed we $4,745 $(2,993) $1,752 
Trademarks and trade names ..................e0e eee 2,660 (1,804) 856 
$7,405 $(4,797) $2,608 

April 30, 2004 

Gross Net 
Carrying Accumulated Carrying 
Amount Amortization Amount 
Film: branes! :2:ssv04 vaieesten kas va dare Soe ees $4,710 $(1,423) $3,287 
Trademarks and trade names....................00000e 2,500 (1,295) 1,205 
$7,210 $(2,718) $4,492 
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4. Intangible Assets (Continued) 


Amortization expense recorded for the years ended April 30, 2005, 2004 and 2003 was $2,079, $1,843, and 
$420, respectively. 


The following table presents estimated future amortization expense: 


For the year ending April 30, 2006 .............. cece cece eee ee $2,028 
For the year ending April 30, 2007 .......... 0. 568 
For the year ending April 30, 2008 ............. 0c cece eee eee eee ee 12 
Potal i225 celAsigteoieaes iebas eddie lamdat dinate aesendembnegedaeeeniiaees $2,608 


5. Investments 
Short-term investments consisted of the following: 


April 30, 2005 











Unrealized 
Holding 
Amortized Gain Fair 
Cost (Loss) Value 
Fixed income mutual funds and other ................ $158,317 $(2,677) $155,640 
United States Treasury Notes ................0e eee ee 45,945 (98) 45,847 
Ota, 25-4 eae Mees eed SiS COR oa Gals $204,262 $(2,775) $201,487 








The unrealized holding loss of $2,775 at April 30, 2005 consisted of gross losses of $2,781 and gains of $6. 
The securities with unrealized losses consisted primarily of fixed income mutual funds and treasury notes. The 
unrealized loss is due to changes in interest rates subsequent to the purchase of the investment. 


Management deems investments to be impaired when a decline in fair value is judged to be other-than- 
temporary. If the cost of an investment exceeds its fair value, we evaluate, among other factors, general market 
conditions, the duration and extent to which the fair value is less than cost, as well as the intent and ability to hold 
the investment. Management does not believe that any unrealized losses represent other-than-temporary impairment 
based on our evaluation of available evidence as of April 30, 2005. 


April 30, 2004 








Unrealized 
Holding 
Amortized Gain Fair 
Cost (Loss) Value 
Fixed income mutual funds and other ................ $180,259 $(1,627) $178,632 
United States Treasury Notes ................0e eee ee 46,192 — 46,192 
TOGA? socio esd icee he Hedge wie eco. ais 8 OSG ENON Ae oA $226,451 $(1,627) $224,824 








The unrealized holding loss of $1,627 at April 30, 2004 consisted of gross losses of $1,894 and gains of $267. 
The securities with unrealized losses consisted primarily of fixed income mutual funds, with a total fair value of 
approximately $151,515. The unrealized loss is due to changes in interest rates after the purchase of the investment. 


In addition to the short-term investments described above, we also hold warrants which we received from 
certain publicly traded companies with whom we have licensing or distribution agreements. The estimated fair value 
of these warrants, determined using the Black-Scholes model, was $3,023 and $2,309 as of April 30, 2005 and 
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5. Investments (Continued) 


2004, respectively and is included in other non current assets. We recognized mark to market adjustments of $714 
and $671 during 2005 and 2004, respectively, relating to these warrants, which is included in other income. 


6. Property and Equipment 


Property and equipment consisted of the following: 








2005 2004 
Land, buildings and improvements ................... cece eee e eee eeees $ 51,958 $ 50,941 
Equipment i.38..ccsnh lc bate eee ee oriole ae hy eoeue ea oeder eet 42,511 39,398 
Corporate aircrafts... secede en eharetyonie ous laced cee enens 20,710 20,710 
NENICIES Ss aesyathn tds tiveness ausceteaneiaassncectionvaves sen sae eee oo eraare es aun ae aa oe Re NE 542 639 
115,721 111,688 
Less accumulated depreciation and amortization ..................0000- 49,083 40,319 





Total, sscc secte cide Sewodnareae eens Heese ateo eee GaN Beebe aatar ess $ 66,638 $ 71,369 





In January 2004, we paid $20,100 to an unrelated, third party lessor to pay off a lease on our corporate aircraft. 
The aircraft was acquired under an operating lease in 2000. The transaction was accounted for as a capital acquisition 
in fiscal 2004. The purchase price of the aircraft, net of a $9,500 estimated residual value, will be depreciated on 
a straight-line basis over a 10 year period. 


7. Feature Film Production Assets 


Feature film production assets are summarized as follows: 


2005 2004 
Feature film productions: 

In productOn “secs. Ses seit de tebe dace shacas bias teehetebot awards $28,296 $ — 
In: development c.352sis.ceis. ok SIN lnd.e sine adee Oe shes wove dt Valens eeeNs 475 431 
Total: x32 oe ehedess healt aye debetaee eats ete Heteuiedotiwamads $28,771 $431 


We have completed the principal photography stage of production for two theatrical film releases and are 
currently involved in the post-production stage. We have agreements for the worldwide distribution of the films 
and certain related rights and products. 


In addition to the capitalized production costs related to these two films, we have also capitalized certain script 
development costs for various other film projects. 
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8. Accrued Expenses and Other Liabilities 


Accrued expenses and other liabilities consisted of the following: 


2005 _ 2004 
Accrued pay-per-view event COStS 12.00... ee cece eee cee eee eee n een eens $ 5,691 $ 5,884 
Accrued legal settlement offers ............ 00. cece eee cee eee eee — 783 
ACCTUED ANCOME® CAKES! od sccn cide ei eek HSS ies Pea RE CEES WE ART CR — 16,204 
Accrued. talent royalties ...c.650. cee cae sehen eee need ease te eggeedes 368 302 
Accrued payroll related costs ......... 0... e cece cece cece ence ene eae 6,038 8,457 
Accrued television COStS 0.0.0... ccc cece cece cee tenn n ence een ten eenees 1,958 438 
Accrued legal and professional fees ............... 0. cece cece eee eee 1,007 2,090 
Accrued home video production and distribution ...................04. 2,013 2,168 
Accrued publishing print and distribution .........................0008. 580 520 
Accrued Other ssc s.23 os ise acticeds ian cage Ua U4 SOE HRT OASYS ea ee Y 3,496 5,285 
FOCAL: sensistochinte ted sahie manna tae wet oun nga SeAueamantan Rey Pekletnarsinas ate $21,151 $42,131 








9. Debt 


In 1997, we entered into a mortgage loan agreement under which we borrowed $12,000 at an annual interest 
rate of 7.6%. Principal and interest are to be paid in 180 monthly installments of approximately $112. The loan 
is collateralized by our executive offices and television studio in Stamford, Connecticut. 


As of April 30, 2005, the scheduled principal repayments under our mortgage obligation were as follows: 


For the year ending April 30, 2006 ........... 0. ccc cece eee eee ee $ 756 
For the year ending April 30, 2007 .......... 0. ccc ee cee eee ee 817 
For the year ending April 30, 2008 ............. ccc eee 881 
For the year ending April 30, 2009 ........ eee eee ee ee 952 
For the year ending April 30, 2010 ........ eee eee eee 1,028 
MNCL GATE Ts Peart chucis hansen sea etaiaces ob viet ac saaia vs eae aon ake NTA a eg Faas 3,520 
Ot sce gai vices Ue eae ened Lae else nen ee ea Lakes Meebo Ete aoe eke ee $7,954 


10. Income Taxes 


For fiscal 2005, 2004 and 2003, we were taxed on our income from continuing operations at an effective tax 
rate of 33.0%, 38.0% and 40.2%, respectively. Our income tax provision related to our income from continuing 
operations for fiscal 2005, 2004 and 2003 was $18,581, $30,421 and $10,836, respectively, and included federal, 
state and foreign taxes. 
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10. Income Taxes (Continued) 


The components of our tax provision from continuing operations were as follows: 





2005 2004 2003 
Current: 

Federal veces ots ee eh ee es $10,443 $19,541 $ 5,990 
State-and local 0. seks nceaade Coated pores 1,623 3,133 1,057 
FOPel Ss deacons es cise edudoh odaay ea ae letaenn ey 5,325 2,642 2,299 

Deferred: 
Federals. ciecseeh oA ORAM OE SO 2,183 4,503 1,290 
State and local .......... cece cece eee eee (993) 620 182 
FOPei 80 5c cokedega tego oe ee bees eerie ta denies — (18) 18 
Total 9 a eon ceur cides ka Racal sae tink Pe asnsnanee eee one $18,581 $30,421 $10,836 











The income tax provision allocated to continuing operations and discontinued operations was as follows: 











2005 2004 2003 
Provision for income taxes — continuing 
OPerAatlONS:...):3 cide ds Seana sicily gawk Suess ed Medes $18,581 $30,421 $ 10,836 
Provision (benefit) for income taxes — discontinued 
OPETAatlONS® 2 sedate cesses Peeiee Ae in de Pada geeees 737 (722) (19,616) 
Total allocated provision (benefit) for income taxes .. $19,318 $29,699 $ (8,780) 





U.S. and international components of income before income taxes are as follows: 


2005 2004 2003 
WS shales le ee a etl ec hae Rena Sie ns Dela chs Sa $54,878 $78,884 $25,942 
International vis. sesses.accsoted etix centring e359 eal ones 1,481 1,110 996 
Income before income taxeS ............0.e cece eee $56,359 $79,994 $26,938 





The following sets forth the difference between the provision for income taxes from continuing operations 
computed at the U.S. federal statutory income tax rate of 35% and that reported for financial statement purposes: 


2005 _ 2004 _ 2003 
Statutory U.S. federal tax at 35% ...............0005. $19,726 $27,998 $ 9,428 
State and local taxes, net of federal benefit .......... 1,218 2,439 (545) 
Foreign rate differential ........................00 208. 181 261 112 
Valuation allowance .......... 00. c cece eee (1,002) (162) 2,025 
Other 2c Seana cance a onda carbs Oe (1,542) (115) (184) 
Provision for income taxe€S ............cc cece cece eee $18,581 $30,421 $10,836 





We recorded a benefit in the current year for the release of a valuation allowance related to certain deferred 
state tax assets related to our entertainment complex, The World. These assets will be realized as a result of the 
assignment of our rights and responsibilities under the lease on that property. 


The state tax benefit for 2003 is comprised of state and local taxes, net of federal benefits, reduced by the 
reversal of a tax reserve established in prior years. The tax reserve was no longer necessary due to the conclusion 
of various state examinations. 
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The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and 
deferred tax liabilities of continuing operations consisted of the following: 


_ 2005 _2004 
Deferred tax assets: 
Accounts receivable ........ 0.0... cc ccc cece cece cence nent n en eenes $ 1,207 $ 1,100 
INVEMtOTIES. 4 34.004 ooh be eee ES OES RIT Oa Eo PEAT UE EER 869 498 
Prepaid royalties. ..c.5:i¢050 8.4 paeaey (werveiadangt eesaa nese atesair 3,884 3,935 
Stock options/stock compensation ............. 0.0 cee cece eee eee aes 2,731 4,442 
INVeStiNents geile s cies eds nce bao ene seed ob bese bao ee Ladd ew eee ae 3,948 4,450 
Intangible assets... exsecs oe edhade lity eens idee eee ei aa bed teed 2,447 3,112 
Accrued liabilities and reserves .......... 0c. cece ccc c cence cence eenes 1,301 1,471 
FOCI ED cas.cugcstac ey eb eek ees ned Acme eens n eed eg Mein glee deataeedan 65 65 
Deferred tax assets, TOSS ........ eee eee eee eee nent e ene neenenes 16,452 19,073 
Valuation allowance .......... 0. ccc cece cece cece nen n nee en enees (1,496) (2,275) 
Deferred tax assets, Net ....... 0... cece cece cece cence nent e een eenes 14,956 16,798 
Deferred tax liabilities: 
Fixed assets and depreciation ............. cece cece cnet cece eee ee ees 5,524 5,891 
Total deferred tax assets, Net ......... cece cece cece eee e ence nents $ 9,432 $10,907 














The temporary differences described above represent differences between the tax basis of assets or liabilities 
and amounts reported in the consolidated financial statements that will result in taxable or deductible amounts in 
future years when the reported amounts of the assets or liabilities are recovered or settled. As of April 30, 2005 
and 2004, $5,815 and $7,003, respectively, of the net deferred tax assets are included in prepaid expenses and other 
current assets and the remaining $3,617 and $3,904, respectively, are included in other non-current assets in our 
consolidated balance sheets. 


As of April 30, 2005, and April 30, 2004 we had valuation allowances of $1,496 and $2,275, respectively, 
to reduce our deferred tax assets to an amount more likely than not to be recovered. The valuation allowance is 
primarily related to the deferred tax asset arising from losses on investments which are capital in nature for which 
realization is uncertain. A majority of these capital loss carry forwards expire in 2008. 


U.S. income taxes have not been provided on unremitted earnings of our foreign subsidiaries, because our 
intent is to keep such earnings indefinitely reinvested in the foreign operations of the subsidiaries. 
11. Commitments and Contingencies 


We have certain commitments, including various non-cancelable operating leases, performance contracts with 
various performers, employment agreements with certain executive officers, advertising commitments and an 
agreement with Viacom which guarantee a minimum payment for advertising during the term. 
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Future minimum payments as of April 30, 2005 under the agreements described above were as follows: 





Operating 
Lease Other 
Commitments Commitments Total 
For the year ending April 30, 2006 .................. $1,184 $16,893 $18,077 
For the year ending April 30, 2007 .................. 724 7,552 8,276 
For the year ending April 30, 2008 .................. 632 4,034 4,666 
For the year ending April 30, 2009 .................. 128 2,875 3,003 
For the year ending April 30, 2010 .................. — 2,028 2,028 
Thereatter scseevsesedescenGh deals Seahlecddec ee deeauwes — 7,520 7,520 
POL saesieeceseayas Hedges eeeeke data Sones $2,668 $40,902 $43,570 





Rent expense under operating leases included in continuing operations was approximately $2,231, $1,906 and 
$2,402 for 2005, 2004 and 2003, respectively. 


Legal Proceedings 


World Wide Fund for Nature 


In April 2000, the World Wide Fund for Nature and its American affiliate, the World Wildlife Fund (collectively, 
the “Fund”) instituted legal proceedings against us in the English High Court seeking injunctive relief and 
unspecified damages for alleged breaches of a 1994 agreement between the Fund and us regarding the use of the 
initials “wwf”. In August 2001, a High Court judge granted the Fund’s motion for summary judgment, holding that 
we breached the agreement by using the initials “wwf” in connection with certain of our website addresses and 
our former scratch logo. The English Court of Appeal subsequently upheld that ruling. Since November 10, 2002, 
we have been subject to an injunction barring us, either on our own or through our officers, servants, agents, 
subsidiaries, licensees or sublicensees, our television or other affiliates or otherwise, from most uses of the initials 
“wwf,” including in connection with the “wwf” website addresses and the use of our former scratch logo. 


We have complied with the injunction and have taken a number of significant steps that go beyond the literal 
requirements of the injunction, including, among other things, changing our corporate name to World Wrestling 
Entertainment, Inc. and initials to “WWE.” However, the elimination of certain historical uses of our former scratch 
logo, including, specifically, our archival video footage containing the scratch logo during the period 1998-May 
2002 and the scratch logo embedded in programming code of licensed video games created during the period 1999- 
2001 is, as a practical matter, not possible. On an application for relief by our videogame licensee, THQ/Jakks Pacific 
LLC (“THQ/Jakks”), the English Court of Appeal ruled, overturning the lower court’s decision, that THQ/Jakks’ 
marketing and sale of games with embedded references to the initials “wwf” would not violate the injunction and 
would not constitute contempt of court by either THQ/Jakks or us. 


As part of its original complaint, the Fund included a damages claim associated with our use of the initials 
“wwf.” On October 29, 2004, the Fund filed a claim for damages in the English High Court. In this filing, the Fund 
seeks actual damages for legal and other costs of approximately $575, which we have provided for, and further 
asserts substantial monetary claims in an amount calculated as a royalty based on a percentage of profits from certain 
of our revenue streams, otherwise referred to as restitutionary damages, over the period January 1997 through 
November 2002. On January 6, 2005, we filed an application to determine as a preliminary issue the propriety of 
the Fund’s basis upon which damages have been claimed. On March 23, 2005, the English High Court ordered 
that there be a trial of this preliminary issue. On April 27, 2005, we served our defense to the claim for damages. 
The Fund’s evidence in support of its claim to be entitled to restitutionary damages and the Company’s evidence 
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in response have been filed. The Fund will have an opportunity to reply. Limited disclosure of documents and further 
witness statements may then be submitted. The hearing of the preliminary issue is scheduled to take place in the 
week commencing January 16, 2006. 


We strongly dispute that the Fund has suffered any loss or damage. We believe that we have strong defenses 
to the Fund’s unwarranted monetary claims and will vigorously defend against them. We cannot quantify the 
potential impact that an unfavorable outcome of the damages claim could have on our financial condition, results 
of operations or liquidity; however, based on the Fund’s assertions, it could be material. 


Shenker & Associates; THQ/Jakks. 


On November 14, 2000, Stanley Shenker & Associates, Inc. (“SSAT’) filed a complaint against us in Superior 
Court, Judicial District of Stamford/Norwalk, Connecticut, relating to the termination of an agency agreement 
between us and plaintiff. Plaintiff sought compensatory damages and punitive damages in an unspecified amount, 
attorneys’ fees, an accounting and a declaratory judgment. 


In October 2003, as a result of misconduct by the plaintiff, including giving perjured testimony and fabricating 
evidence, the court issued a comprehensive opinion and order, dismissing plaintiff’s case against us with prejudice 
and entering a default judgment in our favor on all of our counterclaims for tortious interference with business 
relations, conversion, fraud and conspiracy. As a result of, among other things, these developments, in the fourth 
quarter of fiscal 2004 we reversed an expense accrued for commissions in the amount of approximately $7,900. 
A damages hearing on our counterclaims is scheduled for January 2006. 


We also filed a complaint against James Bell, one of our former officers (“Bell’’), and certain entities related 
to him, with respect to irregularities in the licensing program during his tenure with us, which came to light as a 
result of discovery in the Shenker litigation. That lawsuit has been consolidated with the Shenker litigation. We 
filed a motion for summary judgment on all of our claims, which was granted on August 17, 2004. A damages hearing 
on these claims is to be scheduled by the Court. The Company also is seeking sanctions based on Bell’s discovery 
misconduct for which the Company is seeking a default judgment. 


In December 2003, the parties entered into a stipulation regarding our application for prejudgment remedies, 
permitting us to attach assets up to $5,000 against SSAI and up to $850 against Bell and certain related entities 
(this latter amount was subsequently raised to $4,000). In January 2004, we began attaching assets. 


On February 10, 2005, Bell pleaded guilty in United States District Court for the District of Connecticut to 
mail fraud stemming from a scheme beginning in or before January 1998 and continuing through October 2000 
through which Bell was paid kickbacks from Stanley Shenker (“Shenker”) and SSAI based on the royalties derived 
from certain WWE licensing agreements. 


On October 19, 2004, as a result of information uncovered in connection with the Shenker & Associates matter, 
we filed an action in the U.S. District Court for the Southern District of New York against Jakks Pacific, Inc. 
(“Jakks”), two foreign subsidiaries of Jakks, THQ Inc. (“THQ”), THQ/Jakks, SSAI and Bell Licensing, LLC. The 
suit also names as defendants certain individuals employed by the corporate defendants, including three senior 
executives of Jakks, Shenker and Bell. 


Our lawsuit alleges violations of the Racketeer Influenced and Corrupt Organization Act (RICO) and the anti- 
bribery provisions of the Robinson-Patman Act, and various claims under state law. The original complaint sought 
treble, punitive and other damages and a declaration that the existing videogame license with THQ/Jakks and a 
related amendment to the toy licenses with Jakks are void and unenforceable. On March 31, 2005, the Company 
filed an amended complaint which, among other things, added an antitrust claim under the Sherman Act. Certain 
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of the defendants have objected to the procedure by which this amended complaint was filed, and letters from all 
sides relating to this issue have been filed. The parties await a ruling by the Court as to the schedule under which 
the litigation will proceed. 


By letter dated March 1, 2004, Jakks asserted that the filing of the lawsuit breached a covenant not to sue 
contained in a January 15, 2004 settlement agreement (the “settlement agreement’) relating to an audit we conducted 
concerning Jakks’ failure to report certain sales and claim of unsupported deductions. Jakks further asserted that, 
under an indemnification provision in the January 15, 2004 settlement agreement, it intended to seek indemnification 
from us for losses, attorney’s fees and costs incurred in connection with the lawsuit as well as various securities 
class actions filed against Jakks arising out of the same allegations. We deny any breach of the settlement agreement 
and intend to vigorously defend any asserted claims in that regard. 


Jakks has been our toy licensee since late 1995 and operates under current licenses that expire by their terms 
in 2009. THQ/Jakks obtained a videogame license from us in 1998, which license is to expire in 2009, subject to 
a right by THQ/Jakks to extend the license for an additional five years. During the pendency of this litigation, we 
intend to continue to fulfill our obligations under the current licenses and expect Jakks and THQ to do likewise. 


Marvel Enterprises 


In October 2001, we were served with a complaint by Marvel Enterprises, Inc. in the Superior Court of Fulton 
County, Georgia alleging that we breached the terms of a license agreement regarding the rights to manufacture 
and distribute toy action figures of various wrestling characters, assumed in the acquisition of certain assets of World 
Championship Wrestling, Inc. (“WCW”) by one of our subsidiary corporations. The plaintiff sought damages and 
a declaration that the agreement is in force and effect. Universal Wrestling Corp. (“Universal”), the successor-in- 
interest to WCW, was sued in a separate lawsuit, which has been consolidated with the lawsuit against us for 
discovery and trial. We are indemnifying Universal in this action. In May 2003, we filed a motion for summary 
judgment on all claims which was granted in its entirety. Universal similarly filed a motion for summary judgment 
on all claims which was granted in part and denied in part. On February 11, 2005, the Court of Appeals affirmed 
the summary judgment for us, and granted summary judgment on all claims for Universal. The Company has filed 
a motion seeking approximately $1,250 in attorneys’ fees and costs, to which it believes it is entitled as the successful 
or prevailing party under the applicable license. A hearing on the motion has been scheduled for August 24, 2005. 


IPO Class Action 


In December 2001, a purported class action complaint was filed against us asserting claims for alleged 
violations of the federal securities laws relating to our initial public offering in 1999. Also named as defendants 
in this suit were Vincent K. McMahon, Linda E. McMahon and August J. Liguori, our former Chief financial Officer 
(collectively, the “Individual Defendants”) and the underwriters of our initial public offering. According to the 
allegations of the Complaint, the underwriter defendants allegedly engaged in manipulative practices by, among 
other things, pre-selling allotments of shares of the Company’s stock in return for undisclosed, excessive 
commissions from the purchasers and/or entering into after-market tie-in arrangements which allegedly artificially 
inflated the Company’s stock price. The plaintiff further alleges that the Company knew or should have known of 
such unlawful practices. This litigation has been consolidated in the United States District Court for the Southern 
District of New York with claims against approximately 300 other companies that had initial public offerings during 
the same general time period. 


While the Company strongly denies all allegations, the class plaintiffs and the issuer defendants, including 
the Individual Defendants and the Company, reached an agreement for the settlement of all claims. On February 15, 
2005, the court issued an opinion and order granting preliminary approval of the settlement, subject to certain non- 
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11. Commitments and Contingencies (Continued) 


material modifications. This settlement, if consummated, is not anticipated to have a material adverse effect on our 
financial condition, results of operation or liquidity. The Company expects the settlement process will move forward; 
however, no assurances can be given in this regard. 


Other Matters 


We are not currently a party to any other material legal proceedings. However, we are involved in several other 
suits and claims in the ordinary course of business, the outcome of which is not expected to have a material adverse 
effect on our financial condition, results of operations or liquidity. We may from time to time become a party to 
other legal proceedings. 


12. Stockholders’ Equity 


Our Class B common stock is fully convertible into Class A common stock, on a one for one basis, at any 
time at the option of the holder. The two classes are entitled to equal per share dividends and distributions and vote 
together as a class with each share of Class B entitled to ten votes and each share of Class A entitled to one vote, 
except when separate class voting is required by applicable law. If, at any time, any shares of Class B common 
stock are beneficially owned by any person other than Vincent McMahon, Linda McMahon, any descendant of either 
of them, any entity which is wholly owned and is controlled by any combination of such persons or any trust, all 
the beneficiaries of which are any combination of such persons, each of those shares will automatically convert 
into shares of Class A common stock. Through his beneficial ownership of a substantial majority of our Class B 
common stock, our controlling stockholder, Vincent McMahon, can effectively exercise control over our affairs, 
and his interests could conflict with the holders of our Class A common stock. 


In June 2003, we purchased approximately 2.0 million shares of our common stock from Viacom, Inc. for 
approximately $19,246, which was a slight discount to the then market value of our common stock. This transaction 
did not affect other aspects of our business relationship with Viacom. 


We provide a stock purchase plan for our employees. Under the plan, any regular full-time employee may 
contribute up to 10% of their base compensation (subject to certain income limits) to the semi-annual purchase 
of shares of our common stock. The purchase price is 85% of the fair market value at certain plan-defined dates. 
At April 30, 2005, approximately 76 employees were participants in the plan. In fiscal 2005, employee participants 
purchased approximately 31,029 shares of our common stock under the plan at an average per share of $10.74. 


The 1999 Long-Term Incentive Plan (“LTIP”) provides for grants of options as incentives and rewards to 
encourage employees, directors, consultants and performers in our long-term success. The LTIP provides for grants 
of options to purchase shares at a purchase price equal to the fair market value on the date of the grant. The options 
expire between 5-10 years after the date of the grant and are generally exercisable in installments beginning one 
year from the date of the grant. The LTIP also provides for the grant of other forms of equity-based incentive awards 
as determined by the compensation committee of the board of directors. 


In June 2003, we granted 178,000 restricted stock units at $9.60 per share. Total compensation costs related 
to the grant of restricted stock units based on the estimated value of the units on the grant date is $1.7 million. 
Although originally scheduled to be amortized over the seven year vesting period, a provision of the grant stipulated 
that if EBITDA of $65.0 million was achieved in any fiscal year during the vesting period, the unvested restricted 
stock units would immediately vest and, accordingly, the unamortized balance at that date would be expensed. 
Because our EBITDA exceeded $65.0 million in fiscal 2004, we recorded the entire $1.7 million charge in fiscal 
2004. EBITDA is a measure of our operating performance, and is defined in the LTIP as earnings from continuing 
operations before interest, taxes, depreciation, and amortization. 
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12. Stockholders’ Equity (Continued) 


In January 2004, we completed an exchange offer that gave all active employees and independent contractors 
who held stock options with a grant price of $17 or higher the ability to exchange their options, at a 6 to 1 ratio, 
for restricted stock units, or, for holders with fewer than 25,000 options, for cash at 75% of the average price of 
$13.28 per share, during the offering period. Overall, 4.2 million options were eligible for the offer, of which 4.1 
million were exchanged for either cash or restricted stock units. In exchange for the options tendered, we granted 
an aggregate of 591,416 restricted stock units and made cash payments in the aggregate amount of approximately 
$0.9 million, which will result in a total compensation charge of approximately $6.7 million, of which the cash 
payment of $0.8 million to employees was recorded in fiscal 2004, and the portion related to the grant of the restricted 
stock units to employees will be recorded over the units’ 24 month vesting period. As a result, $2.0 million of the 
compensation charge related to the option exchange program was recorded in fiscal 2004, approximately $3.6 
million was recorded in fiscal 2005 and approximately $1.1 million will be recorded in fiscal 2006. 


In June 2004, The Vincent K. McMahon Irrevocable Trust dated June 30, 1999 completed the sale of 7,066,644 
shares of Class B common stock in a registered public offering. Upon the sale, the shares automatically converted 
into shares of Class A common stock on a one-for-one basis. The Company did not receive any proceeds from this 
sale of common stock. 


In July 2004, we granted 1,074,500 options with an exercise price of $12.90 and granted 133,900 restricted 
stock units at a price per share of $12.90. Total compensation costs related to the grant of the restricted stock units, 
based on the estimated value of the units on the grant date, is $1,727 and will be amortized over the vesting period, 
which is seven years, unless EBITDA of $100 million is met for any fiscal year during the vesting period. In that 
event, the unvested restricted stock units immediately vest and accordingly, the unamortized balance at that date 
would be expensed. No compensation expense was recorded for the options granted under the intrinsic value 
accounting method followed by the Company. 


Presented below is a summary of the LTIP’s stock option activity for each of the three years ended 
April 30, 2005. 











Weighted 
Average 
Options Exercise Price 

Options outstanding at May 1, 2002 ............. 0. eee 6,253,600 $16.40 
Options pranted ..o252 oe conned eee Pes cote Snes eae ee ae RS Se bee eet es 1,219,000 $13.02 
Options canceled 22.33ccteaceeg tae e cleaned ob ee nees teen dente eecaaanees (476,900) $15.44 
ODPtONs' XerciSed .5.ceosia ke esad ee onvedy sanaewewansoee seas Moeeed ees (31,250) $12.94 
Options outstanding at April 30, 2003 .............. eee 6,964,450 $15.89 
Options granted ........... cee cee cece ect e een teen teen een ne en eens 852,500 $ 9.63 
Options. canceléds..4.5 ssepciene aes bideney Oecd EA A Meine eee (4,837,775) $16.89 
OpwulOnis EX€TCISEd 44 2etegs ch dese ete ag edu hades tees te3e4 et savas (23,550) $12.94 
Options outstanding at April 30, 2004 ............ 2. eee. 2,955,625 $12.47 
Options: granted) ..253 si. cke ke pyc ee tae ie haere ned eb een cbs ees 1,104,500 $12.89 
Options. canceled sos vacet cececca saa Veda eles See ea ea saee dees eeneas (441,451) $12.51 
Options EXercised os. ve seeded eevee died ae oo emead eed vonas ces ovked agin (73,905) $ 9.40 
Options outstanding at April 30, 2005 ........... 02. 3,544,769 
Restricted stock units outstanding ............. 0... cece eee eee eee 424,911 
Available for future grants at April 30, 2004 ................... 0... 5,743,215 
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The number of options exercisable as of April 30, 2005, 2004 and 2003 was 1,849,173, 1,184,644 and 
5,021,600, respectively. The following table summarizes information for options outstanding and exercisable as 
of April 30, 2005: 

















Weighted Weighted Weighted 
Number of Average Average Number of Average 
Options Remaining Exercise Options Exercise 
Range of Exercise Prices Outstanding Life Price Exercisable Price 
$7.66 — $17.00 ....... 2c eee eee 3,544,769 4.7 years $12.61 1,849,173 $13.02 


13. Employee Benefit Plans 


We sponsor a 401(k) defined contribution plan covering substantially all employees. Under this plan, 
participants are allowed to make contributions based on a percentage of their salaries, subject to a statutorily 
prescribed annual limit. We make matching contributions of 50 percent of each participant’s contributions, up to 
6% of eligible compensation (maximum 3% matching contribution). We may also make additional discretionary 
contributions to the 401(k) plan. Our expense for matching contributions and additional discretionary contributions 
to the 401(k) plan was $762, $1,217 and $840, during 2005, 2004 and 2003, respectively. 


14. Segment Information 


Our continuing operations are conducted within two reportable segments, live and televised entertainment and 
branded merchandise. Our live and televised entertainment segment consists of live events, television programming and 
feature films. Our branded merchandise segment includes consumer products sold through third party licensees and the 
marketing and sale of merchandise, magazines and home videos. The results of operations for The World and for the 
XFL are not included in the segment reporting as they are classified separately as discontinued operations in our 
consolidated financial statements (See Note 17). We do not allocate corporate overhead to each of the segments and as 
a result, corporate overhead is a reconciling item in the table below. There are no intersegment revenues. 
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14. Segment Information (Continued) 


Revenues derived from sales outside of North America were approximately $87,594, $63,453, and $51,840 
for 2005, 2004 and 2003, respectively. The table presents information about the financial results of each segment 
for 2005, 2004 and 2003 and assets as of April 30, 2005 and 2004. Unallocated assets consist primarily of cash, 
short-term investments and real property and other investments. 


Year Ended April 30, 



































2005 2004 2003 

Net revenues: 

Live and televised entertainment .................. $286,660 $296,088 $295,432 

Branded merchandise ................0cceceeeee ence 79,771 78,821 78,832 

Total net revenues .......... 0.0.0. c cece cece cece eee $366,431 $374,909 $374,264 
Depreciation and amortization: 

Live and televised entertainment .................. $ 4,355 $ 4,415 $ 3,709 

Branded merchandise ................0c ccc eeeeeenee 1,354 2,729 2,062 

Corporate ai cekcwesctedu tacky eis viuieie sanaeemaies 6,165 5,219 5,194 

Total depreciation and amortization ............... $ 11,874 $ 12,363 $ 10,965 
Operating income: 

Live and televised entertainment .................. $ 92,191 $108,919 $ 88,266 

Branded merchandise ................0 cee ceeeee ence 30,442 33,830 23,362 

Corporate...d4 calesavtiee nce dedaueranaaeasiton hea es (72,340) (69,169) (85,021) 

Total operating income .............. cece eee eee $ 50,293 $ 73,580 $ 26,607 

At April 30, 
2005 2004 

Assets: 

Live and televised entertainment .............. 0... cece cee eee ees $109,050 $ 78,162 

Branded merchandise ............ 0.0. c cece eee ene nent e nee neeneenes 12,300 17,437 

Unallocated!) 42s iin tote aes adr adnan tolinkintiee Se ea kiede lak otee 320,055 358,745 

Total aSséts: s.3:nc620 03 ci 3 Ghee tesa ites Hee ae dana tale ae aed ote eeed $441,405 $454,344 








(1) Includes assets of discontinued operations of $544 and $21,394 as of April 30, 2005 and April 30, 2004, 
respectively. 


15. Financial Instruments and Off-Balance Sheet Risk 


Concentration of Credit Risk — Financial instruments which potentially subject us to concentrations of credit 
risk are principally bank deposits, short-term investments and accounts receivable. Cash and cash equivalents are 
deposited with high credit quality financial institutions. Short-term investments primarily consist of AAA or AA 
rated instruments. Except for receivables from cable companies related to pay-per-view events, concentrations of 
credit risk with respect to trade receivables are limited due to the large number of customers. A significant portion 
of trade receivables for pay-per-view events is received from our pay-per-view administrator, who collects and 
remits payments to us from individual cable system operators. We perform ongoing evaluations of our customers’ 
financial condition, including our pay-per-view administrator, and we monitor our exposure for credit losses and 
maintain allowances for anticipated losses. 
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15. Financial Instruments and Off-Balance Sheet Risk (Continued) 


Fair Value of Financial Instruments — The carrying amounts of cash, cash equivalents, money market 
accounts, accounts receivable and accounts payable approximate fair value because of the short-term nature of such 
instruments. Our short-term investments are carried at quoted market values. Our debt consists of the mortgage 
related to our corporate headquarters, which has an annual interest rate of 7.6%. The fair value of this debt is not 
significantly different from its carrying amount. 


16. Quarterly Financial Summaries (unaudited) 





1st 2nd 3rd 4th 
Quarter Quarter Quarter Quarter 

2005 
Net revenues ......... 0. ccc cece cece cee cece e eens $81,550 $83,857 $82,719 $118,305 
Gross profit (Net revenues less cost 

Of TEVENUES) 2.0.0... cece cece cece eee eee $33,133 $31,364 $38,293 $ 50,352 
Income from continuing operations ............ $ 7,756 $ 3,005 $10,988 $ 16,029 
(Loss) income from discontinued operations ... $ (11) $ 1,445 $ (69) $ 104 
Net inCOME .......... 0c cece cece cece e eee e eens $ 7,646 $ 4,449 $10,919 $ 16,133 
Earnings per common share: basic and diluted 

Continuing operations ....................04. $ 0.11 $ 0.04 $ 0.16 $ 0.23 

Discontinued operations ................0000- $ 0.00 $ 0.02 $ 0.00 $ 0.00 

Net: INCOME:2.. 2e.sa5¥e5.chakia ton Ke eset ive $ 0.11 $ 0.06 $ 0.16 $ 0.23 
2004 
Net revenues ........ ccc. c eee c cece ccececeevncs $74,675 $94,431 $79,070 $126,733 
Gross profit (Net revenues less cost 

Of TEVENUES) 2.0.6... cee cece cece cee eee eens $25,414 $42,204 $35,015 $ 65,155 
Income from continuing operations ............ $ 2,743 $16,819 $ 8,863 $ 21,148 
(Loss) income from discontinued operations ... $ (158) $ 266 $ (76) $ (1,413) 
Net incOme: < xcecccss Pes eiiehevenes ohn ee A EE Nes $ 2,585 $17,085 $ 8,787 $ 19,735 
Earnings (loss) per common share: basic 

Continuing operations ....................0. $ 0.04 $ 0.25 $ 0.13 $ 0.31 

Discontinued operations .................005: $ 0.00 $ 0.00 $ 0.00 $ (0.02) 

Net income sc casas cia vaaiciahavean dence aes $ 0.04 $ 0.25 $ 0.13 $ 0.29 
Earnings (loss) per common share: diluted 

Continuing operations ....................08- $ 0.04 $ 0.25 $ 0.13 $ 0.30 

Discontinued operations .................006: $ 0.00 $ 0.00 $ 0.00 $ (0.02) 

NEtINCOME: oa j-docsnccaoen oo dudals Oe Hades ane ade $ 0.04 $ 0.25 $ 0.13 $ 0.28 


17. Discontinued Operations 


The World: 


In fiscal 2003, we recorded estimated shutdown costs of approximately $12,100, or $8,900 after tax, in 
connection with the closing of our operations of The World, primarily relating to the rent expense associated with 
our lease, net of expected sub-lease income. We also recorded an impairment charge of $32,925 as a result of an 
impairment test conducted on goodwill ($2,533) and other long-lived assets ($30,392) at The World. 
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17. Discontinued Operations (Continued) 


In fiscal 2004, we recorded additional shutdown costs of $2,571, or $1,671 after tax, representing the expected 
absence of projected sub-rental payments for the first nine months of fiscal 2005, which represented our revised 
estimate of the expected time necessary to assign or sub-let the remaining lease. 


During the second quarter of fiscal 2005, we reached a tentative agreement to assign the remaining term of 
the lease to a third party, and, accordingly, reduced the accrual for estimated shutdown costs to the amount required 
under this assignment. The assignment relieved us of all further obligations related to this property. The transaction 
closed during the third quarter of fiscal 2005. 


The following table presents the activity in the accruals relating to the shutdown of The World during the year 
ended April 30, 2005. 


Accrued Rent 


and Other 
Balance as of May 1, 2004 2.0.0... cece cece nee eect nen eneenene $ 9,300 
Amounts paid during fiscal year 2005 ........ 0.0 o eee cee cence (6,432) 
Adjustments to estimates recorded during fiscal year 2005 ................ (2,818) 
Balance as of April 30, 2005 2.2.0... cece cece cece cence $ 50 





The results of The World business, which have been classified as discontinued operations in the consolidated 
financial statements, are summarized as follows: 
Year ended April 30, 
2005 2004 2003 





Loss from The World operations, net of taxes of 

$16,359 for 2003 2.0... cece ccc cece cece cece enes $ — $ — $(26,691) 
Income (loss) on shutdown of The World, net of 

taxes (benefit) of $737, $(900) and $(3,257) for 

2005, 2004 and 2003, respectively ................ 1,369 (1,671) (8,866) 


Income (loss) from discontinued operations .......... $1,369 $1,671) $(35,557) 








Assets and liabilities of discontinued operations of The World consisted of the following: 


At April 30, 








2005 2004 

Assets: 

CASH nx sebt iach teks, Au sled Atl Ain hates ss iacte ina abtnd late etehr Ait ae $180 $ — 

Income: tax: receivable: $:0:0:5.9 hes accieeded de Resatwalns BANS Gawd akes — 7,002 

Prepaid expenses: . .cc0i ccsnaeiuiniy ees sew ead ed ooins bed ieadaeedas — 46 

INVENOLy: asec teiss ce ik sea cea Sesins tose acu ok oes eects — 60 

Deferred income taxes, net of valuation allowance of $2,638 

POT: ZOO 302 cii2 poi coadsi ns oieS hielo utd MEMES eled a PA ead ORG ne ia gn Re — 13,701 

TOtalsaSSets. adie ccesae ies Ae tessa hha x Ga ease eee cata hinaw asses $180 $20,809 
Liabilities: 

ACCruled-EXpenses: ince sesaceihogs cavtaaade Weds eebannes wares naaee eee 7 9,304 

Total ‘labilities: 2. e cuiedoesaee cetdded cone ea dialed dan oe Seow Rees 74 $ 9,304 
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Upon the previously mentioned assignment of the lease, the benefits related to our deferred tax assets at The 
World became currently realizable. These assets, as well as certain other tax assets will be utilized by our continuing 
operations and are now reflected as assets of continuing operations in our consolidated financial statements. 


XFL: 


In early May 2001, we formalized our decision to discontinue operations of the XFL, and accordingly reported 
XFL operating results and estimated shutdown costs as discontinued operations in the Consolidated Statements 
of Operations. 


Income on the shutdown of the XFL in fiscal 2004 was $290, net of taxes of $178. Assets and liabilities of 
discontinued operations of the XFL consisted of the following: 


2005 2004 
Assets: 
Cashes ateier sical iahetnt ako pis one Bem Nees eagle Seemed as $364 $585 
Liabilities: 
Accrued CXPeNses: s.ccuiasay eee seein auct Serialedinea Rea aekleweettes ces $ — $233 
Minority interest) tyes dangias sven besa el See ued aed echt _180 _180 
Total liabilities ic 2.ia siacdesaeehaminadas se tebaddahe Rte ies teat les $180 $413 


SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS 
(dollars in thousands) 








Additions 
Balance at Charged to Balance at 
Beginning Costs and End of 
Description of Period Expenses Deductions (1) Period 
For the Year Ended April 30, 2005 
Allowance for doubtful accounts .................. $2,612 $ 675 $ — $3,287 
Inventory obsolescence reserve ..............-205- 1,126 1,549 (613) 2,062 
Magazine publishing allowance for newsstand 
TOUUIMS nsecicere Nida a secle dd Be Sed aly ea gaat Addie eee 4,517 24,503 (24,418) 4,602 
Home video allowance for returns ................ 2,588 9,649 (9,317) 2,920 
Advertising underdelivery ................... eee eee 4,401 6,145 (7,921) 2,625 
For the Year Ended April 30, 2004 
Allowance for doubtful accounts .................. $5,284 $ (2,295) $ (377) $2,612 
Inventory obsolescence reserve ..............-205- 892 1,270 (1,036) 1,126 
Magazine publishing allowance for newsstand 
TOUUIMS, joer seiseaa cron at eGateitis eee pee Oe Baoan 5,126 24,944 (25,553) 4,517 
Home video allowance for returns ................ 1,496 8,888 (7,796) 2,588 
Advertising underdelivery .................. seen eee 6,921 3,170 (5,690) 4,401 
For the Year Ended April 30, 2003 
Allowance for doubtful accounts .................. $2,840 $ 3,697 $ (1,253) $5,284 
Inventory obsolescence reserve ..............-205- 2,351 797 (2,256) 892 
Magazine publishing allowance for newsstand 
LEUUIMS Ase shc ed eaten oooh Se heeh weet ee 4,178 29,327 (28,379) 5,126 
Home video allowance for returns ................ 3,150 5,366 (7,020) 1,496 
Advertising underdelivery .................. cece eee 3,935 4,813 (1,827) 6,921 


(1) Deductions are comprised primarily of disposals of obsolete inventory, write-offs of specific bad debts, returns 
and advertising “make-goods” for underdelivery. When the Company does not deliver the guaranteed rating, 
additional spots, commonly referred to as ‘make-goods’ or at times, a cash refund, is given to the customer. 
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In accordance with Section 3,03A.12(a) of the New York Stock Exchange Listed Company Manual, in connection with our last annual meeting Linda 
McMahon submitted a certification to the NYSE stating that she was not aware of any violations by the Company of the NYSE’s Corporate Governance 
listing standards. 


The certifications required by Section 302 of the Sarbanes-Oxley Act with respect to the Company's Annual Report on Form 10-K for the fiscal year 
ended April 30, 2005 have been filed with the Securities and Exchange Commission as Exhibits 31.1 through 31.4 thereto. To request a copy of the 
Company's Annual Report on Form 10K, which will be provided without charge, please write the Company's Investor Relations Department at the 
address provided herein. You may also find a copy on our website at corporate.wwe.com 


Shareholder Information 


World Wrestling Entertainment stock is listed for trading on the New York Syreyeld Exchange ferevelamus(cqate <an symbol WWE. For investor information, please visit 
our web site at corporate.wwe.com or write to Corporate Headquarters, Attention: Investor Relations or call 203.352.8600. 


its you hold WWE Stock in your own name or through a broker, we invite you to enroll for electronic delivery of WWE's Annual Report and proxy 
materials, Electronic delivery of these materials is quicker, saves the Company money, and helps the environment by reducing the use of paper. To enroll 


in this program, please use the “Get Stockholder information emailed directly to you!” link at corporate.wwe.com. 


The names of all World Wrestling Entertainment televised and live programming, talent names, images, likenesses, slogans and wrestling moves and all World Wrestling Entertainment logos are trademarks 
which are the exclusive property of World Wrestling Entertainment, Inc. All other trademarks are the property of their respective owners. © 2005 World Wrestling Entertainment, Inc. All Rights Reserved. 
Hollywood SignTM & ©2005 Hollywood Chamber of Commerce. Licensed by Global Icons, LLC. All Rights Reserved. 
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